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RE Yd pitf. for those prof its. The case will be ref to 4 t 
WE AE E se. The Court likewise awards piéntiff pani tive ime d for i 7 
۱ | iduciary duty. In this case the court Chooses to limit thé "ana 


Ene Saat tive damages to the same amount plaintiff wins es ¢ Um 
۱ m nM 8 1 | upon Pepper's accomnting, So ‘ordered. -- Werker, Js ۳5 Lr ES 
708-28-75 | Filed consent “pre-trial order *“ Werker, J, (signed on. E, Ei dee 
-08-28-75 | Filed pitf's post trial brief. | CESS PN C4 
-08-28-75 i Filed deft. Pepper's answering brief. dE AS A nals pF 
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-10- )-01-75 | | Filed order and judgment that. J. Richmond Ritenour and John d Lipsky be pevered’s, . 
Naas, E A . as defendan's from this action; ordered that the case is dismissed on the. g- 
| “merits as to J. Richmond Ritenour and John J, Lipsky, Further. ordered. wet ۹/3 


tet 1 J. Richmond Ritenour and John J. Lipsky recover of the pltf. their cost to. ia) 
PUT | be taxed. So ordered. -- Werker, J. -- Judgment entered, *. KR a 
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ICT CD KEW 


ROSALIE M, | :ocutrix of $ 

the Will of I 

and ROSALIE M. ARLDNGAAUS, 

ly, $ 
Plaintiff, 

-azgainst- 

J, RICHMOND RIGENOUR, JOM J, LIPSXy, $ 

MIRIAM PEPPER and SIDNEY TEPPIR, 
Defendants ۰ 3 
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Calivornia3 and de 
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Sidney 
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2, On August 24, 


plaintiff's husband, ica in Mormmouth County, New Jersey, 
leaving a Last Will and Testament, which was cantted to 
probete on Septermbor 14, 1964, by the Surrogate's Court 

of Monmouth Count New Jersey; lotters tortazontary 
tiorcof were issued by that court to plaintifr on Septemoci 


1512521: 


piv. 


and 


A5 


of said will. 

3. At all tincs hereinafter mentioned, do- 
fendant Ritenour was the president and a director and 
defendant Lipsky was the executive vice-president and a 
director of Modern Teleservice, Inc. ("Telecervice"), 

a New York corporation; dofendant Sidney Pepper was 


general counsel to Tolepervice and was the attorney for 


Prank H. Arlinghausjs and csfendant Miriam Pepper was tno 


wife of defendant Sidney Pepper. 


4,000 and the estate of rrark H. Ariingnaus ("the estate”) 
owned 20,360 of the 58,800 shares of coron 5 
Toleservice issued and outuo5lancznz. 

Ritenour and Lips J ¢emanded that plaintiff convey to 
them tho shares of Teleservices comaon scteck owned by hex 
and the estate and threatened that, unloss she phould do 
go, thay would resign as officers of Tclozorvíco; and 


"— > -— ° w^ 4 v^ PE ماد‎ 4 ha 4 - 
Gefencant Pepper represented to plaintiff that tho ability 


of Toloservice to continue to Co business would be seriously 
{Impaired by ouch resignations arû that plainti?f had no 
choice but to comply with tno demand, and he &dvizcd Lor 
to do 80. 

6. On or about Nay 12, 1967, plointif? 00۵ 
Anto an agrocnont for tha 0 of the Telcservice conma 
stock owned by hor and by the estato to ccsoncenes R2tcnsau> 
and Lipsiy at the price of $20 per share; and, waca ده‎ 


724 4 


trencants Pitenour ani Lipsy defaultcG on tno payment oi 


the purchase prico, plaintiif, on or about Juno 30, 7 


2 
e 


A6 ۲ 


ontored into a modified aprcciont for the sale to Ce 
fendants Ritenour, Lipsky end Sidney Pepper or his écsicnoce 
of the 4,000 shares of Teloscrvico comunon stock owned by 
her and 9,104 shares of the Toleservice coron stock owned 
by the estate for $151,040, to bo paid £39,312 in cach 

and $91,723 in promissory notes. with tho right reserved 


to plaintiff to repurchase the shares unless rio? to 


LA 2 " - » y 2-0 Pas + Apa g ۲ 6 
July 1, 1968 ske snc receive (336,169 for the vrorainins 
y 256 ^os ° maol rT GG ۱ y atonal erand hy ^ 
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estate and $56,000 for 2,500 shares of such stock cime 
by her three children, 


7. On or about August 3, 1967, plsintic?, 


pursuant to tho azscczon? of June 20, 1967, corveycd to 
dofendants Ritenour, Lissky and Mirima Poppoz, Cozcrcont 
Sidney Pepper's doziízn.o, 5,000 shaves 2 QGolozoyvico 
corzioAa stoc:: ty her and 9,104 pnazos of تن‎ 
cozzon ctock by tne covats, and defendants zitoncu», 
1ip2ky and Miriam Popper paid to plaintiff and the 0 


Ag 3 TIAA Ga haos $499 ANA ads 
$39,312 and deliavored to her their promissory nove for 


4244544 4 want xe v & ed nem Sed M 
8. Plaintif? would not nave ontercd into the 
rn bn 4$ ane 9 1657 - 4^ 1647 PTE 
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in paragraph 6,above, and would not have mado the palo o7 
Teleservice common stock ceseribod in paragraph 7, above, 
but for tho demand, throuts, reprocentations cand 0 
by dofendants Kitencur, Lipsky and Sidney seppes Gescrited 
in paragraph 5, above. 

9, On April Dy s 58, Tolczorvico cold all of 
4t0 assets and busi J to Soadarlin; LEocócastliij; Core 
poration for 000 shares of Sondorling Eroadeastin 
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Corporation capital stock, and on tho same day Telesorvice 
was dissolved and liquidated by its board of directors and 
stockholders, and the 130,000 charos cf Sondcrling Broad- 
casting Corporation capital stock recoived by Tolesorvice 
for its assots and business iero distributed to the stock- 
holders of Telesexrvice in liquidation, 

10, In tho liquidation of Telesorvico, cofencants.. 
Ritonour, Lipsiy and Mirian Peppor received approximately 
26,208 shares of Sondcrling Broadcasting Corporation 
capital stock in oxchange ror the Tolezervíco common ctock 
conveyed to them by plaintir?. 


11. The fair market valu2 of tho shares 2 
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maliciously 


and Sidney Pepper, but thoy 2 
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concealed those facts fron plain iil. 
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T - 4 ^ Y 4 * بت‎ 31 Tad = 1 ree 
Ritenour and Liji.y violated the obligation of 
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fill disclosurs and good faith owcd by them as officows 
and directors of Toloservice to plaiatiif, 
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Lay 12 and Juno 30, 1957, cesceribcd in paregrapn 6, abovo, 
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25, In pursuance cf the و‎ 


in the preceding payagrap! 


alleged 


demand, threats and 4 
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folozervico stock owned by h 
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defendants 


on and gave tho ed 
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to May 12, 1967, do- 


re 
sav 


tc exert duress and undue influence on plaintiff 


deceive her for the purpose of obtaining 


bel 
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mado the 


alleged in paragraph 5, above, withheld information as 
alloged in paragraph 15, above, entered into the agro nts 
éeseribed in paragraph 6, above, and took title to Telc- 
service stock pursuant to the agreement of June 22, 1 oda 
as alleced in paragraph 7, aucve, ana all such ace 3 
participated in and done Ly 2121 or the Cof ndants o2 oy 0 


or roro of then as stops 
25, Plaintiff } 


a 
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Plaint 


Om pen de 4 مد‎ 4 1 > ^ ^u 11 
every allegation contaired in paragraphs 1 through li, 
ll enna ^ "n 1 ^ ^^ ma ^ a Ar 1^4 - 
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above, failing to disclose facts, a8 allo5od in 
15, above, and entering into and acting pursuant to a 
conspiracy as allocged in paxyacraphs 23 and 24, abovo, 
defendants made uso of means and instruncntalitics of 
interstate commerce and the mails and thoroby violatcd 
Section 10(b) of tho Securitics Exchange Act of 193+, 

15 U.S.C. § 783(b) and Rulo 105-5 of the Coneral Rules and 
Rogulations dssucd thoreuncer by the Socuritics and change 
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maco pursuant thereto, Coclaring tact 


dofendants bold ay constructivo tiuzlcc 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ROSALIE M. ARLINCHAUS, Executrix 
of the Will of Frank H. Arlinghaus, 


and ROSALIE M. ARLINGHAUS, " 68 Civ. 3537 
individually, 
۰ ANSWER OF 
Plaintiffs, DEFENDANTS 
RITENOUR AND 
-against- LIPSKY |... 


J. RICHMOND RITENOUR, JOHN J. 
LIPSKY, MIRIAM PEPPER AND SIDNEY 
PEPPER, 


Defendants. 


Defendants, J. Richmond Ritenour and John J. 


Lipsky, for their Answer to the Complaint: 


AS TO THE FIRST CLAIM 


l. Deny knowledge or information sufficient to 
form a belief as to the truth of each and every allegation 
of Paragraphs 1 and 2 of the Complaint except to admit that 
plaintiff is a resident of New Jersey; defendant Ritenour 
is a resident of Connecticut; defendant Lipsky is a resident 
of California; and plaintiff purports to be her deceased 
husband's executríx. 

2. Deny knowledge or information sufficient to 
form a belief as to the truth of so much of Paragraph 3 of 


the Complaint as alleges that defendant Sidney Pepper was 


the attorney for plaintiff individually and as executrix 
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of the Will of Frank H. Ar lingheus, 

3. Deny each and every allegation of Paragraph 5 
of the Complaint except to deny knowledge or information 
sufficient to form a belief as to any representations 
allegedly made to plaintiff by defendant Sidney Pepper., 

4. Deny each ani! every allegation of Paragraph o 
of the Complaint. 

5. Deny, in respect of each and every allegation 
of Paragraph 7 of the Complaint, that said allegations 
fully, fairly an rately reflect the terms and conditions 
of the agreement of June 30, 1967 or of the partics’ 
performance thereunder and refer to such agreement for the 
true 6 ope and intendment thereof. 

6. Deny each and every allegation of Paragraphs 


8, 9, 10, 11 and 12 of the Complaint, 


AS TO THE SECOND CLAIM 


7. Repeat and reallege, as to the allegations 
included by reference in Paragraph 13 of the Complaint, 
the same responses heretofore made as 1f fully set forth 
again. 

B. Deny each and every allegation of Paragraphs 


14 through 18, inclusive, of the Complaint. 
AS TO TIE FOURTH CLAIM 


9. Repeat and reallege, as to the allegations 
Included by reference ín Paragraph 22 of the Complaint, 
the same responses heretofore mada as if fully sec forth 


again. 


“2 


10. Deny each ard every allegation of Paragraphs 


23 through 25, inciusive, of the Complaint. 


AS TO THE FIFTH CIATDM | 


| ll. Repeat and reallege, as to the allegations 


included by reference ín Paragraph 26 of the Complaint, the 


Same responses heretofore mace as if fully set forth again. 


| 12. Deny each and every allegation of Paragre ph 


| 27 of the Complaint except to admit this Court's juris- 


| diction over such claim, if any, proceeds from Section 27 


| of the Securities Exchange Act of 1934, as amended. 


13. Denv each and every allegation of Paragraphs 


28 and 29 of the Complaint. 


AS AN AFFIRMATIVE DEFENSE TO 
THE FIRST CLAIM, THESE 


DEFENDANTS ALUECE: 


14. Plaintiff, with full knowledge of all facts 


alleged in her complaint, mada no election to rescind the 


transactions complained of or to tender to these defendants 


| the proceeds therefrom reccived and held by her. 


AS AN AFFIRMATIVE DEFENSE TO 
ALL CLAIMS AGAINST NIESE 

DEFENDANTS, SAID DEFENDANTS 
ALU CE 3 —. 


15. At all times relevant, plaintiff well know 


or had ready means by which to know, all material matters 


concerning the busincss affairs of Modern Teleservice, Inc. 
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and of opportunities tc sell holdings therein. 


16. Plaintiff thereupon acquiesced, affirmed 
and ratified all actions taken by these defendants or 
| either of them in connection with the transactions referred 


| to in the complaint and has received end retained the full 
| benefits thereof. 


| AS A SECOND AFFIRMATIVE 
| DEFENSE TO ALL CIAMS, 
| IESE DEFENDANTS ALLEGE? 


17. Plaintiff, with full knowlec e of all facts 
alleged in ber complaint, released and has forever discharged 
these defendants of and from all liability to her as alleged 


therein cr otherwise. 
WHEREFORE, defendants J. Richmond Ritenour and 
| John J. Lipsky demand judgment dismissing the Complaint 


|herein as to each of them together with their respective 
| 
| costs and disbursements and such other and further relief 


| 
las the Court may deem warranted. 


Dated: New York, New York 
October 15, 1968 


ROGERS HOGE & HILLS 


"T E. 
1 l 4-1 Cat í 
By o í (4 / 
A Member of the rm 
Attorneys for Defendants 
Ritenour and Lipsky 
90° Park Avenue 
New York, New York 10016 


MU 7-2120 


ohe 
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UNITTD .TATTS DISTRICT COURT 
SOUTHERN DISTRICT OF WEW YCEL 


ROSALIE M. ARLINGHAUS, Ixecutrix of i 
the «111 of Frank H. Arlinghaus, 

and ROSALIXM M. ARLINGHAUS, 

individually, 


t 
Plaintiff, CIVIL ACTION FILE 
NO. 3537 
-agsinst- 


ANSWFR OF ۳ ۲ 


J. RICHMOND RITENOUR, JOHN J. SIDNEY ۵ 


LIPSKY, MIRIAM FEFPER and SIDNEY 
PFEFFER, 1 


Defendants. 


Defendant Sidney Pepper by his attorneys, Cugen & 
Rosen, for his answer herein: 

l. Admits each end every allegation contained 
in the paragraphs of the complaint designated و1‎ 2, 3 end ۰ 

2. Denies each and every allegation contained in 
the paragraphe of the complaint designated S. O; 9, 1l, 42, 
14, 15, 16, 17, 18, 20, 21, 23, 24, 25, 27, 28 and 2%. 

3. Admits that on or about August 3, 1967, 
plaintiff acting respectively as an individual and as 
executrix, sold to each of defendants Ritenour and Lipsky 
1,500 end 3,415 shares of Modern Teleservico, Inc. $tock and 
to defendant Mirian Fepper 1,000 and 2,276 shares of Modern 
Telescrvice, Inc. atock for $10.00 a share of which $3.00 was 
paid in cash end the belance by promissory notes of the 
respective purchasers, and that defendant Kitenour egreed 
to cause all of such shares so sold to be made available 
for repurchase by plaintiff: under certein conditions and, 
except as herein specifically admitted, denies each and 
every olicgation contained in the paragraph of the complaint 
designated 7. 

4. Adnite that Modern Teleservice, Inc. exchanged 


substantially oll of jte properties for 130,000 shores of 
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the capital stock of Sonderling Broadcasting Corporation 
and that pleintiff executrix received 22,971 shares of 
Sonderling Broadcasting Corporation stock in exchange for 
her Modern Teleservice, Inc. stock and, except as herein 
specifically admitted, denies each and every allegation 
contained in the paragraph of the complaint designated 9. 

$. Admits that defendant Ritenour received a 
total of 20,457 shares, defendant Lipsky a total of 18,742 
shares and defendant Miriam Pepper a total of 9,828 sharee 
in exchange for their respective holdi-gs of Modern Tele- 
service, Inc. shares and, except as herein specifically 
admitted, denies each and every allegation contained in 
the paragraph of the complaint designated 10. 

6. Except as hereinbefore admitted, denies esch 
and every allegation repeated and realleged in the paragraphs 
of the complaint designated 13, 19, 22 and 26. 


FURTHER ANSWERING THE COMPLAINT HERLIN AND AS A 
COMPLETE DEFENSE THEXETO THIS DEFENDANT ALLEGES: 


7. Heretofore and on June 7, 19€8 plaintiffs, for 
valuable consideration, duly executed and delivered to this 
defendant an instrumont, a copy of which marked Exhibit A, 
1s annexed horeto and made a part hereof, wherein and 
whereby plaintiffs and this defendant agreed to exchange 
general releases upon the receipt by this defendant of the 
$75,000.00 irrevocably assigned to him as provided in the 
said exhibit. 

8. The parties to the said agreement of June 7, 
1968 have, as provided therein, sold the corporate stock 
referred to in paragraph 7 of the said agreement and have 
been respectively paid all of the monies due them by reason 
of such eale. 


9. This defendant has duly and fully complied 
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with all of the concitions of the said agreement of June 7, 
1968 to be complied with by him. 

10. The said $75,000.00 irrevocably assigned to 
this defendant as provided in the said agreement of June 7, 
1968 has not been paid to this defendant as provided therein, 
because plaintiffs have purported to revoke the irrevocable 
assignment therein to this defendant in violation of the 
provisions of the said agreement. 

11. The said agreement of June 7, 1968 constitutes 
an executory accord within the provisions of the New York 
General Obligations Law, Section 15-501. 

12. Under and by the said executory accord 
plaintiffs have released and forever discharged this defendant 
from any and all claims and from any and every liability 
arising from any cause of action pleaded by them herein. 

WHEREFORE, this defendant demands judgment diş- 
missing the complaint herein, together with the costs and 


disbursements of this action. 


DUGAN 6» ROSEN, FSGS., 


BY 

Jack A. aowen 
A member of the firm 
Attorneys for defendant 

Sidney Pepper, 

Office and P.U., Address 
25 West 43rd Street, 
New York, New York. 
564-6320 
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P . I» There {e a proceeding nov pending ín the Supreme Court, 


New York  Cevaty under Index ۵9۵2/66 to Require the said Pepper to dew ۰ 
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to the Stockholders and the Corperation, the gum of $75,000. The said 
caly A 


"eum is to be paid by the Stockholders to Sidney Pepper pursuant to the 


executed assignment attached hereto and made £ part hereof. i F 
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5. Upon receipt of the said $75,000, Pepper shall have no 


further claim of any kind or type against any of the Stockholders or the 
Corporation and the Stockholders on one hand and Pepper on the other 


haod shall fortvíth exchange general releases, releasing each other, « 
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j 1, ۸ تلا‎ d NO Sherman Unger Group do not purchase the 
corporate stock of the Stock oldere oa or before June 24, 1968, did i is 
hereby agreed that the Stockholders and the وی‎ individually and 
1 101061 shall restore sald Pepper to the same position he held prior 
thereto and shall cause themselves and the Corporation to iioi the stock 
sand papera which he has this date delivered to them, so as to reinstate hie 
lien. 
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stock in Modern Talking Pictures Service, Inc., the sums of 
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ey, Jack A. Rosen, as attorney for said 
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KOSALIF 4. AHRLTSGHAUS, Fxecutrix of 
the will of Ironk li. /rlinphaus, 
and ROSALIE M. ARLINGHAUS, 


۰ 


Individually, ۱ CIViL ACTION FILE 
Plaintiffs, N9. 3537 
«pande , ANSWER OF DEFENDANT 
۴ ٩ f ICH AND F ITI NOUR, JOHN dia " ML 1A4 rEPPLR 
LI^SkY, MILIA ۱۱۸2] and SIDNEY 


Defendants. 


Defendant ‘tiriam Pepper by her attorneys, Dugan 
& Fosen, for her answer herein: 

l. Adwits each end every allegation contained 
in the paregrapias of the coupisint designated 1, 2, 3 and 4. 

2. Denies each and every allegation contained 
in the parozranhse of the corplaint designated 5, O, 6, 11, 
42, 14, 15, 16, 17, 15, 20, 21, 23, 2%, 25, 27, 26 and ۰ 

J. Admits that on or about August 3, 1967 , 
plaintiff acting respectively os an individual and as execu- 
trix, gold to defendants ;itcnour and Lipsky each 1,500 and 
3,415 shares of Modern Teleservice, Inc. stock and to 
defendant Mirian iepper 1,000 and 2,276 shares of Modern 
Teleservice, Inc. etock for $10.00 a share of which $3.00 
was paid in cash and the balance by promiesory notes of 
the respective purchasers, and thet defendant iítenour 
agreed to cause all of such shares so gold to be made 
available for repurchave by plaintiffs under certain con- 
ditions and, except as herein specifically aduittcd, denics 
each and every allegation contained in the perayraph of the 
complaint desipnated 7. 

4. Acwite that ‘‘odcenn Teleservice, Inc. exchanged 
Substantially all of ite properties for 130,000 shares of 
the capitol stock of sonderling hroadcasting Corporation 


and that plointiff executrix received 22,771 wheres of 
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Sonderling Broadcasting Corporation stock in exchange for 
her Modern Teleservice, Inc. stock and, except as herein 
specifically admitted, denies each and every allegation 
contained in the paragraph of the complaint designated 9. 

$. Admite that defendant Ritenour received a 
total of 20,457 shares, defendant Lipsky a total of 18,742 
shares and defendant Miriam Pepper a total of 9,028 shares 
in oxchange for their respective holdings of Modern Rio- 
service, Inc. shares ond, except as herein specifically 
admitted, denies each and every allegation contained in the 
paragraph of the complaint designated 10. 

6. Except as hereinbefore admitted, denies each 
and every allegation repeated and reelleged in the para- 
graphs of the complaint designated 13, 19, 22 and 2€. 


FITTHER ARSWLAING THE COMPLAINT HELP DN AND AS ^ 
COMPLETE CEFENSE THERETO THIS ci TINIAN ALL. 


7. Heretofore and on June 7, 1968 plainti:is, tor 
valusble consideration, duly executed and delivered to 
defendant Sidney Pepper an instrument, & copy of which marked 
Fxhibit A, is annexed hereto and made a part hereof, wherein 
and whereby plaintiffs end defendant Sidney ۴ ogreed 
to exchange general releases upon the receipt by defendant 
Sidney Pepper of the $75,009.00 irrevombly assigned to his 
as provided in the said exhibit. 

8. The parties to the said agreement of June 7, 
1968 have, as provided therein, sold the corporate stock 
referred to in paragraph 7 of the said agreement and have 
been rospectively paid all of the monies cue then by reason 
of such ۰ 

9. Dbefendent Sidnoy Pepper has duly end fully 
complied with ell of the conditions of tho said agrcement 
of June 7, 1968 to be complied with by hia. 

10. Tho said $75,000.00 irrevocably assigned 
to defendant Sidney Pepper ne provided in the said ogreement 


of June 7, 1960 has not boen paid to defendant Sidney Pepper 


ate 
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as provided therein, because plaintiffs have putported to 
revoke the irrevoceble assignment therein to defendant 
Sidney Pepper in violation of the provisions of the seid 
agreement. 

11. The seid agreement of June 7, 1968 constitutes 
an executory accord within the provisions of the New York 
General Obligations Law, Section 15-501. 

12. Under and by the said executorv accord 
plaintiffs have reloasod and forever discha ۵ defendant 
Sidney Pepper from any and all clairs and {rom any and 
every liability arising from any ceuse of action plesded 
by then herein and have thereby Likewise discharged this 
dofendant from any and every liability arising froo any 
cause of action plcaded by them herein. 

WHEREVORE, this defendant demande judgment dis- 
missing the coups int herein, together with the costs ۵ 


disbursements of this action. 


DUGAN 4 ROSEN, ۴٩5 3۰ و‎ 


BY. 

Jock A. LOBEN 
A monber of the firm 
Attorneys for defendant 

Miriam Peppers 

Office orm) lel. Address 
25 west 43rd street, 
New York, New York. 
564-6320 
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EXHIBIT 


MEMO RAND: id à 


Kanorandun of Agreement made thís th day of ‘June, 1968, ia che 


City of New York, by and between Sidney Pepper, an Attorney practicing te 


City of Kev York, heres 


MS 


under the nase of De Witt, Pepper & Howell, in the 


| ۲ called "Pepper" and all of the parties who have hereunto sub- 
i 
| scribed their names at the end of this ۸ (being the owners of 


"a 


approximately 86X of the outstanding stock of Modern Talking Picture 


۰ m—üá— 


dst g 8 
IIEP: 
9, Service, Inc.) hereinafter jointly called the "Stockholders? 
۳ 
L^ WITNESSETH ۰ 
€ . 
“Gi a 
4: Whereas, Pepper has heretofore performed numerous and varied 
s | legal services for the Corporation and the Stockholders consisting of 
3. | negotiations, agreements, meatings, ete., with the view towards sellíog 
AT bd | 
iy gd either the assets or the stock cf the Corporetion; and 
7 ۱ 
hy ۰ | 
hl ۳ | Whereas, Pepper is presently holding certain Stock Certificates, 
i D E TA d 
b5 dT books, records and papers belongín g to some of the STockholders and to 
rr / | = 
N ° : 
s of the Corporation; and 
n 
14 g ” 
14 fi. 
0 Rie | '"" sap, the parties hereto desire to settle their differences 
teig PETEA, " 
b es | and ente his agreement; " 
* du Def, e | 
۳ ‘ose $ ۱ 
d* : - Kov, Therefore, in consideration of the mutual covenants herein 
y ‘ i ۰ 
" d contained, ít is agreed as follows: 
bby ۱ 
t, ۲ y + 1. That heretofore Pepper has claimed approximately $116,000 fa 
hd ۰ e. 
0 l. ۳ legal fees and disburserents against the Stockholders aod the Corporation 
| for which he has Impressed a ۰ 
H 
MI 2, e t | t 
Ma " | 2. The Stockholders and the corporation have heretofore denied the 
odd DEW. » | | 
ri | ; | validity of the sold Pepper claim and lein., 
IPSO. | 
۶۶ و‎ : ۱ z 
' ; | 
dai. de o ا‎ 
* / | $ ii 
UR E | ' : 
+ dn) ۱ ve | Frm TET! If 
Li 4 ی‎ xcox — وین‎ p | a Rad مامت‎ -€———— — 
NI ———— 2: "e 
-— — -——— —_—- -~ ~ IEEE - 
| 2 "t 


2 r e ۵ ما‎ "° Aa (A d 
artur EL sah Mee TS uS Vi PUES J^ v. ۳ 
TENT an ‘we * 9 » ۱ : ' " f p 2 و‎ 


ih FATT 


| .* * * ۹ ۰ 4 LJ 
85 hes pe. A2 : : E ut 
ERA P, M - iv^ ` ۰ y . + ۹ 1 
ve ; : E ° بء‎ ig ; 8 A 
shi BAN S ow, 4 I S s t. A ی‎ S tos arok Pg 
۷۸ ۷۰۰۱ ۳ pU S.S 6 ۱ و‎ ' i. 

" [Er iEV. ad- .l f í i 
ESI E. e T TILES PEU ۳ T» There {e a proceeding now pending in the Suprese Court, > 
4: AEG M pP 

$a te "T Nev York County under Index /0982/68 to Require the said Pepper to de= P 
tetra)! 20۳ TOP jl. 
“T 2h) 19 uti Yu ‘ m 
RA FTN : بش‎ liver up the said Stock Certificates, books and papers upon which he has |. " 
ERNS ara S08 ۲ , "^ Li 8 iw 
fe" [= rn 27s ff i edateed a lien and the parties hereto nov desire to adjust their differ- > `i ۱ 
^ ۳4 we ه1‎ à 4 nÉA ~ 
۱ + "oS. Ws ences. Hu ۰ ۰ y! ME td . c 


^ 


٩ ۰ 4, Accordingly, the parties hereto agree that thoca shall be 


paid to Pepper, fo full satisfaction of all claies tor services readered 


Se Qn 
PAD LS 
CENE 


AN M ALAS v to the Stockholders and the Corporation, the sua of $75,000. The said 
: و‎ a | r oniy 


2 We Sates sum is to be paid by the Stockholders to Sidney Pepper pursuant to the ^ ۱ ۲ 

i 9 à . " "^. Asd 
d A UN E executed assignment attached hereto and made a part hereof. " 

JE FF " > | ۰ ‘ " , I^; °٠ 

M p te E ۱ Tl 4 

ey”! nw " | 5. Upon receipt of the said $75,000, Pepper shall bave no ۲ . : 
3 PP ‘ eh i further claim of any kind or type aj»ínst any of the Stockholders or the 

HE : MS ez 

^e li ° 0 f .* ۱ Corporation and the Stockholders on one hand and Pepper on the other 

P y 1 

heod shall fortwith exchange general releases, releasing eech other, a ۱ 

x NN 

n ور‎ Fna 

۰ 71 | ` 


6. The Stockholders also varrant and represent: that they are ۳ | 
$ 
>o 


executing this agreencat and the asoignwent of the $75,000 of proceeds of 
| 


thelr ovo free vill in the presence of eachother aad لاء‎ Attorney, 1 | 
Laert 1 
Villiam E. Kelly, Esq., vs ís present at the execution of this agree- 
ment. T TERREIN ATLE tes er هی‎ 4"] 
1 | ! | 
A ae n the event the Sherman Unger Croup do not purchase the | Jh 
CAR f. ^ ` "1 1 
E , Corporate stock of the Stockholders on or before June 24, 1968, theo it is | 
D » i $ 4 
p^. 5 pta rr ۰ 
ji uv M Oe ^ hereby - that the Stockholders and the Corporation, individually and e£. | 
1) و2‎ Ai |: * Jointly shall restore sald Pepper to the sane position he held prior ^| 
n hi," | ۱ ۰ 
(Mn m "ER 8 thereto and shall cause *mselves and the Corporation to return the stock J vod | 
«1 2 A 7» IE | " M 
d DE vi ef ۱ “and papers which he has thie date delivered to them, so aa to reinstate hie | 
^u Nau “an ۱ . P "Ad 
Ste *, 6%, @ ‘tect lien. > À ` 1 | 
1 f pr. " phn J. , Lipeary cad ray colicterteal security fos eoi) rates ' 
ی‎ l , ^ except for 4 y br conta ty motes executed by Mariaa J. Papper, dal, ta : 
I 
ID r 
۳ Kip. | addition, Pepper agrees to execute and deliver a general release to | 
۱ i+? Modern Talking Picture Ser ce, I + | | 
4 | f | 
/ I - ê r ' 
^ ۸۰ f * ^ ` | | 
۲ I ۱ : , 
۳ 2 ^ L ; ۲ ۰ r 
۱ t | w ۰ i ° 
" | ۰ J t | 
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۰ ۰ " ۰ ^ 
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‘ ‘ ۰ $$ ۰ 4, 
DU ۳4 بش‎ & "P, ts 
ti^. Ww. 4 1 جس هروه‎ 
A. ۰ 14,997 Se 
iren ih etme. te ti m i pees vn ome, *. $ 
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2 ۰ f... ۰ 


۰ . ۰ ۵ "TREO 21:6 gm 
hé. dev co % ۹ T5 1 , 0و‎ eta ret i at m 

"a Etant re is ond dine aie oem toes 
“'' بو"‎ "Ta Witness Whereof, .he parties Lava executed thie ugreenent ال‎ ۳ 
DLL EE A 2 "y 17 VAS y ی‎ eror, 
this 7th day ef June, 1968 ۰. (i, A ب دو‎ 


D. A UO opo M Ae Sait Sidney Pepper, "Ex 5 m 
rte M i 5 T ۲ P Y J ts A i. ? is 
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Rosalio ?, Arliushaus, radi dually, 
as Pxceutrix vador V111 of Frank ile 
Arlinghaus and aa Custodian for 

each ood all of Lor catidren 


Alix Ann Arlínghaus 


` 
۲ — " 
. è * € y á ۰ ۰ ۰ 
e 4 : + oak us 
= ; ۰ f ی‎ ch Hoc 
7 dre. s > aga oe 
JY! Sd س تت‎ v SIF * t 
A : ” t 
K NT Mews A30 ' " $ 
NEN T 
qa a j * re 
T Cota á Hit 
Tb و‎ ` -pated: June 7, 1968 . ۱ 
* $ ۰ ۳۵ و‎ ۰ è ۰ A t 
1: wd SE We, the undersigned, hereby irrevocably convey, transfer ۲ " 
i m and assign unto Sidney Pepper, His heirs, assigns and representa- ` 
E g Y 
: tives, from the funds due and payable to us on the sale of our 
í ees: Es stock in Modern Talking Pictures Service, Inc., the suns of 
€ 1 money set opposite our signatures, and we do hereby direct the : 
E : . .. | Purchasers of the said stock, to pay the said sums assigned to . 
Ye os Sidney Pepper to his attorney, Jack A. Rosen, as attorney for said |; | 
1 m A .* || pepper, out of the first monios due to us on the said salo o? 4d 
Iz. our stock. We also direct that tho said sums due to Pepper shall m 
«= Mi iut MAC be paid simultaneously with the balance of the purchase price 
ae ET + fof the stock being paid to us. The purchasers referred to are the ‘ i 
ET ا‎ * : Sherman Unger ۰ . re 
E E d و‎ «2 « A i ۱ 
EE A f Marcos ee lees chistes ee ۱۹۳ بر‎ RE 
۱ ami As Exccutrix of the Estate of Frank 1 | 
Tu ۱۶4 uhr R. Arlinghaus 1 
Drs که سم‎ au CC 3,236.74 "3 
* EE - ; ta سب‎ $ Mp eer 
h ۳ 2 l 
k " - " . -t 
31 | 1 UGE i: m بسک هام یی‎ 6_ 543.16 AE dk: 
HT j^» Custodian Tor Frank Arlipghaus, vre | ! 
e: | o | 
ME ا کوک ا‎ Ruelas. E os 
jd 7 custodian, for John C. Arljnghaus | n 
T 3 وه‎ A | 
7 Les roe (la bts 77 $_ 3 | 
4345 5 ee ee seaman S 
۳ "ub s ^, wm, H. Mac Callum ۲ : ' 
gee EN E ۳ 
fly: 4 qi AA o «ike 1 
ین‎ (' MA by Git بر ۸-۸ دص‎ ; $ | 1,258.46 7 
xi á Alexandra Mac Callum ("^ Ust ۱ 
DM ED k ' ۲ 
۸ AS ۳۳۳۳ 
1% 7 t Anne Marie Schlereth, y 
ip v» TE E 1 
NET / sg, 4,369.61 | 
۰ ic. ee Horr 7/ 
, E Zu. ^ Ce $ $54,107 
Mu Elsie W. Cox ۲ ۰ ۱ kd a a ee 
[ae rr. 1 / pta 
| tale? ; CI rz A سیم‎ 4 A «t$ 452.39 | 
iz TI Richard M. Hough si er SS 
ee RR ; | 
۰ ig ۳ ۷ EN LO t ۰ $ 23).19 1 
Rolph Del Coro | amai a ate alain ES | i 
Í ۰ ۰ 
Da J | fez ile Qe fave مگ‎ $ 73.98 . 
1 i 3 ae || Bertha A. Dcdglie | 
AE ERR IOME $ KXXKKK KHOA COX ` | 
ba iS ——— a | 
"C ME ' . 
h. j (2 7 ۰ ۲ ۱ : 
3: 8 POP. TIR ^ sleek RE $ 2,313.18 * uu. 
۰ vd M Custodian for Alix Ann AC] inghaus i 
۳ 1 : ۳۳۳. OR $25,000. 
[hm 0? qiie «e ماد‎ 
| وه‎ ptt sea An. prm "$ ۰ pta cdd "naan ae ——— A "x 
P isl E SES. es jum 
LI , - + - ی سب‎ me rm -e 


YN 1 ۱ "e | 
‘ se~ ^ ۴ A3l wa ۹ A 
UNITED STATES DISTRICT COUN POST in. 
SOUTHERN DISTRICT OF NEW YORK e" riga "OX 
ad Lr Ga s Nai EM DM pde We. SMe MP, CHI So uhr opo tue fir ^ Q^. 
۳9 5 e - $ 
AUG sans A 
ROSALIE M. ARLINGHAUS, Executrix : ۱ 28 23, } 
of the Will of Frank H. ۸۳۱ ۸ LN ی‎ "Wr 
aid ROSALIE M. ARLINGHAUS, ها‎ ,D, OF. N, ur 
individually, : Tasers 


Plaintilts, 


۰ + ۹ 
- against - OPINION uM 
J. RICHMOND RITENOUP, JOHN J, 68 Civ. 3537 (HFW) 
LIPSKY, MIRIAM PEPPER and : 
SIDNEY PEPPER, 
IT ! Defendants. P 2c () 
A. Fa 42 PAY J 
" eae a e s sla a BE Ee 5 - X 
HENRY F. WERKER, D. " 
A. This is an action for fraud, duress and reach of 


۶ fiduciary duty in the defendants' purchase From plaintiff 
of stock in Modern Teleservice, Inc. (hereinafter "MTS"), 

2 a now-defunct closed corporation engaged in the distribution 
of television commercials. Plaintiff is a former physical 
therapíst whose husband, Frank Arlinyhaus, incorporated 
MTS in 1956, retaining a controlling share of the corporation's 
stock until his death in 1964. The stock at that time passed 
to plaintiff and to his estate, of which plaintiff — 


executrix. The defendants J. Richmond Hilcnour and John J. 


Ligsky arc former exceutive officers of MTS who, with Frank 
hrlinghaus, estal lished and ran the corpo! ۱۱ 1 ان‎ between L956 
1 1Y968 D paren i y! (1 a. th r legal c 1 
TO, à e] t former « 1 ei to iin f Mir ! I 
i hi wifi 


7e Aud ^ non nem A ma bn APR, nD ntt m nt 
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Tho sut wines Crea ۱ 1 ele wee e of MTS toc) 
to ? ss. Ritenour and Lipsky, and M: Proper in June 31 
1967. Appro? imately Gone FE ۱ ۲ trj ak ¢ ۱1 p! ۱۵۱ 
instituted the present ۵۱0 for proie. jon, or in the 
alternative, Cor compensatory abe ۲ damiges. She 
asserts a variety of claims anat he Jofend mts, over which 
this court has federal subject matter, diversity and pendent 


jurisdiction. 48 U.S.C. 68 1331-1234j 15 U.S.C. § 78a(a). 


i After trial without a jury the court has made the following 
findings of fact and conclusions of Jaw: ۱ 
: FINDINGS OF FACT jd 


]. While MTS was in existence, J. Richmond Rítenour 
(hereinafter "Ritenour") served as President and Chief Executive : 
۳ Officer, John J. Lipsky (hereinafter "Lipsky"),as Vice President, P 
| 3 ' Prank Arlinghaus as Chairman of tho Board, and his brotaor, R 
- Clemens G. Arlinghaus (hereinafter "Clem") as a member of the Y 
board of directors. Tho New York law firm of Dewitt, Pepper & 
Howell, of which Sidney Pepper (hereinafter "Pepper"? was a 
partner, both servec on retainer as corporate counsel to MTS, 
and acted as attorney for Frank Arlinghaus, his wife, and his 
estate. Following Dewitt s death in 1965, Pepper was the only 
remaining resident partner of the firm. 
2. Management and direction of the corporation 
wore handled by Ritenour and Lipsky. As a result of their 


work with and for the corporation vrank Arlinghtws in 1960 


offered to sell all its stock to ٩ for $275,000. They w 


c 
x 
۳ 
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4 i ü ( 
not able to obtain the necessary fi ‘ing until 1961; by 
that time the asking price had increased beyond their resources. 
Ritcnour and Lipsky were able, ۲ , to purchi small lots 
of stock for approximately seven dolla ı share 
3» When Frank Arlinghaus diced his estate faced a 
large tax assessment with little in the way of cash available 
to pay it. In an attempt to lower the valuation placed on the 
estate's MTS stock, Pepper filed with the IRS an affidavit > 
` dated October 27, 1966 which stated in pertinent part: 
The personal friendships of the president 3 
have been largely responsible for the ' 
retention of its [MTS's] business. The - 
thought of what would happen if his services 
were no longor available to tbe corporation 
has troubled the estate . « » The 3 
۲ corporation has no contract for his " 
services and cannot got onc. 
j 0 
"(Exhibit C). He suggested that an appropriate valuation would ; 
be $3.75 a share. The IRS, however, valued the stock at $9.53 


a share. 


4. 


In late 1967 plaintiff, her brother-in-law Clem, 


and Pepper had several meetings in which they considered whether 


to sell all or part of the estate's stock holdings in order to 


meet the IRS assessment. 


executed by all the shareholders in 1956, as amended in 19 


1962 and 1966, 


stock at a formula price per share. 


Plaintiff, 


Under a votíng trust agreement 


Clem 


and 


5 


9, 


the estate could require MTS to buy back the 


Pepper agreed at the first meeting that if the formula price 


were $20 or more, 


to the corporation (Tr. 


42). 


it "might bo desirable" 


The formula price, 


to 


put the.sto 


howcver 


ck 


2 


EJ 
e. *« 
۳ A34 
wag later ۱۴ | to der cn 
9e At a board ¢ ! 


company authorized PRitenou 
partner or purchaser [or 

time these two officers 1 ۱ € 
would not put its stock t 


it available for them to purcia 


to increase their equity in MTS, 


NTS purchase or merger that would 
and that of the corporation. 
were held with brokers. Ritenour 
fact and results of such meetings 
and to Pepper, as counsel to the c 
corporation's majority 


6. Dy April 1967 R 


i teno 


a syndicate of investors willing t« 


stock at $15 a 
a Delaware corporation would then 
MTS. Ritenour and Lipsky were to 


the post-merger 


0 
O 
a 
se! 
© 
< 
- 
O 
o 
fw 


obtaining MTS for the syndicate. 


Ve On 25, 1967 Ri 


- 
> 

"d 
۳۲ 
۹ 
=n 
N 


an offer to all MTS shareholders t 
$15 a share. No mer*ion was made 
letter. Before the letter was 1 


with Pepper, who reviowed 


Severi 


share WLth 
be formed to merge 


receive 25% of the 


1 orf. 
۱ It 
E 
l 1 
i t tate 
j y r 
( ۴ D t 4 1 
1 1 2 1 
۱ 4 á 
j j 
; ۱ both their desire 


directors 


orporation and to the 


stockholder. 


b 
ır and Lipsky had produced 


their acquisition 


understanding that 
with 


stock of 


tenour and Lipsky drafted 

Me vehese their stock at 
of ti syndicate in tho 
out t£] ‘fer was dis- 
wed 4 wording 


nm nm murem REE got imm ete سم‎ 


E 


A35 
Pepper, theretorc, knew of ۷ i 
have known ull the details of ! 1 
deed, he hoped to receive an ۳ 
etfecting the transaction (Tr. 152)- 
8. After reviewing tl f f 
asked Ritenour and Lipsky if ۷۲ 
comploting the purchase by thra 
their resignation should the offer not 
and Lipsky emphatically rejce this 
subsequently hear, however, wc such 
9. After the offer had bee 


stockholders Pepper told plaintiff nen 


and Lipsky had threatened that if 


they would resign. Pepper asted 


sugu 


did so, they would take the corporate 


che did not 


‘ 
¢ 
k 
1 ر‎ d ۱ 17 ! 
i ' 
۱14 ۱ iri ( | 
a from the part |; for 
Í 
i 100, Pepper 
ove the chances of 
tocknoldecs w! tr 


be accepted. Ritenour 


suggestion. They did 


rumors were circulating. 


n received by the 


„crous times that Ritenour 


sell to them 


to plaintiff that if they 


b 


accounts, leaving her 


and the corporation with nothing but "wallpaper and film- 
winding machines." (Tr. 230). He did not tell her of the 
syndicate, although in speaking with Clem he stated that 
Ritenour and Lipsky were serious in thelr desire to purchase 
and had "adequate backing" to do so (Yr. 49] On May 10, 
1967 plaintiff, Pepper, Clem, Ritencur and Lipsky met over 


lunch at the Rockefeller Conter ۳ w Room to discuss tha 

offer. ‘The testimony differs a ۰ +, if anything, was 

said with regard to resignation. Piaintiff testified thet 

nathing was said at this luncheon to :sispel the threat of 

resignation convoyod to he by repper, but admits that she 
9 d — ^ r -— m 
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did no jpecificall 
and Lipsky testitied that Rites or: t th 
effect to plaintiff's face. Pepper | no teal! 


tc signution. Clem tec 


threat; in light of plaintitt’s t that neithu 


Ritcnour nor Lipsky ever pers 1 ! her they wou 
resign, Clem's account of the ] versation is not 


credible. 
Having had the opportunity to observe all the 
witnesses on the stand, the court finds Ritenour's account 


of the discussion to be the most credible. His account, 


furthermore, is not necessarily inco 


2 


sistent with that of 
plaintiff. All witnesses agree that the thrust of the con- 
versation was Ritenour and Lipsky 5 eagerness to acquire MTS. 
Because of Pepper's prior comments, plaintiff may have taken 
their eagerness to combine NTS business control and ownership 
as an indication that they would seek such a combination 
elsewhere if necessary. Plaintiff, in any case, failed to 
question them on this point or scez ‘Lauri fication of what 
Pepper had told her. 

10. Following the luncheon plaintiff, Clem and 
Pepper conferred and decided to propose a $20 a share counter- 
uffer. In considering whether to sell nd at what price 
plaintiff never investigated the rot w rth of the corporation 
nor sought an outside appraisal. Unsonhi ticated in stock 


transactions, she relied heavily on ner attorney Pepper, and 
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: و‎ a lesser extent, on her b! ده‎ ۰-1 ۱۱-1 ۱۳۷ CIm., 

Plaintiff has test! d that she never would have 
ijxreed to the $ 20 sale had sii jot been coerced by the threat 
of resignation. However, 1n jut of her need to raise ca h 

l 
tor the estate, and her carl! +! loternination that a put at 
$20 might be desirable, the f rt lend little credence to 
this assertion. Plaintiff al: alleyes that she was not told 


of the existence of the syndicate, and thought the sale one 
directly to Ritenour and Lipsy. Plaintiff's May 12, 1967 
letter to Pepper, however, belies this allegation; it states 
in pertinent part: "I am willing to transfer to a purchaser 
or purchasers desiynated by them {Ritenour and Lipsky] . - - 
all the shares of stock . . ." (Exhibit 2). 

Although the $20 c nter-offer proved agreeable to 
all concerned, and a closing was scheduled for June 9, 1967, 
the syndicate failed at tho lagt minute to provide Ritenour 
and Lipsky with the necessar; financing and the sale was 
never corsummated. 

ll. Still 006۳۳1۱۰0 to Increase their holdings of 
MTS stock, Ritenour and Lip':; discussed with Pepper as 
attorney for the corporation ind for plaintiff a plan whereby 
the two officers with their own money would purchase 30% of 
cach shareholder's stock. Pupper requested that as part of 


tho plan he be allowed to purchase stock as well. Although 


Ritenour and Lipsky were co^l to the idca o£ Pepper buying 


into "their" company, they ۷ that the stockholders had 


- 
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Ritenour and Lipsky, 1] te ' d 
"ith the understanding that f 1 
attempt to effect a sale or m rac: t HTS with ü » f 
would yield the stockholders an iveraye price of at lcas* $20 
3 
a share for their entire original holdings ; failing such 
۲ a sale, the stockholders would havi the option of repurchasing 
| their stock at the $10 price. 
12. Without consultiny Clem, and in total reliance 
on Pepper, plaintiff agreed to the $10 offer,’ her acceptance 
being conditioned on acceptance by the other shareholders 


well. 


stockholdings with some of t! 


of sale i 


Plaintiff alleges that s 


Sale but for 


To meke up the 40% she chose to 


S evidenced 


as 
, 


pool all of her personal 


"ETIN ۱ 


by four letters dated June 30, 1967 
he we d not have entered into the 
the threat of Ritenour and Lipsky's resignations, 
which continued to be rumored to her by Popper. Ritenour 


testified 


wy, 


had to come 
however, 


"eques 


] ted that Pepper 


13 


no 
tue 


entered 


T€ — 


cont 


that at the time he felt ih : continuing rumors 
from Pepper." (Tr. 108), Neither he nor Lipsky, 
acted plaintiff to tL record strai t, or 


do so. 


In the fall of 15 4i ind Fuqua Industries, 
into an ajreem ( دیا دنا‎ wou] acauire 
—- t 
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all of tho MTS assets in exchanje 


£t the time calculat 
$3 million to MTS sto 
The exchange was predicated, 


; earnings for 1967 that it did not 


as a result, was never consumated. 


14. During negotiations 


, Sonderling Broadcasting Corp.: had 


When the Fuqua contract failed, a 3 


(27 executed through a 
on April 8, 1968; 
worth $29.75 cach for the 


stock, 


15. On June 7, 


As gale of Modern Talking Picture 


"MTPS") a MTS sister corporation } 
! 


J: shareholders and Pepper executed 


mutual releases. Tho defendants 


affirmative defenses based 
subsequently challenged as 
holders in a federal district cour i 
Marvin E. Frankel. At trial 
agreed to be bound by Judge Fra ke 


which was issued Auyust G, 1979; 


a queen gn | dor] mmm ery 


(or Pu qua stock. 
ed that the agrec: 
ckholders, OF approximately 
however, 


achieve. 


broker with sonderling. 
plaintiff received 
account 
1968 in connection 


Service, 


an 


© 


before 


p " 
{ 
۷ 


۳ 
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ant was worth approximately 
$55 a share. 

on MTS showing a rate of 
The Fucua deal, 

ith Puqua another corporation, 
exvressed interest in MTS. 
imilar agreement was 

This sale closed 
29,971 shares of Sonderling 
of her husband's estate. 
with a similar 


Inc.,:s (hereinafter 


n which plaintiff held 


shares and for which Pepper also acted as counsel, the 


agrcement to exchange 


action asserted 


۰۱ ۰ 


ajreement, which was 


before the Honorable 


court the parties 


s decision. That decition, 


the releuse agre: 


mont 
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ONCLUS IO OF ۷ 

Plaintiff's complaint sets forth five claims which 
may be summarized as follows: 

First Claim: Ritonour and Lipsky threatened her 
that they would resign unless she scld stock to them. Pepper 
aided them in that he repeated the threat to plaintiff, sug- 
gested that suth resignation would viously impair the 
corporation's business, advised her that she had no choice 
but to sell, and failed to tell her she had legal remedies 
against them. 

Second “Claim: Ritenour and Lipsky breached their 


fiduciary dutics as controlling co 


when purchasing her stock they mal 


„her the true value of MTS and the 


had been made to purchase the co: 


was known to Pepper as well. 


Thire Claim: 


to plaintiff in giving her the co 
Claim and in concealing the inform 
Second Claim. 

Fourth Claim Ritenour, 
to defraud plaintiff. Their acts 
three claims constitute overt ۱ 

piracy. 


eee a ey cM v 9v Aon oon 


rporate officers in that 


iciously concealed from 
LI 


fact that lucrative offers 


This information 


fiduciary dut; 


ached his 


nse jed in the First 
ation described in the 
Lipsky and Pepper conspired 
is alleged in the first 
in furtherance of the 
۱ ۱ 
+ 1 ) 1 
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T. ^5 he court Finds that Ri 6 and Lipsky f 

never threatened plaintiff with resignation, either directly 

or indirectly, they are not liable to plaintiff on her First 

Claim; they specifically instructed Pepper not to spread 

rumors of resignation, and more تیا‎ specifically 

denied the truth of such rumors to plaintiff's face. No 

more can be required of them. As the allegations of tho 

First Cliam against Pepper ure reiterated in the Third Claim, 

they will be dealt with below. = 
2 Ritenour anc Lipsky are not liable to plaintiff 

on her Second Claim becuuse, as roted in the findings of fact, OR 

rather than conccal information on negotiations for the 

purchase of MTS, and the possible worth of the company to 

its shareholders, they made routine reports on such matters 

to Pepper, as attorney for the corporation, and as attorney 

for plaintiff. They had no duty to repeat to plaintiff information 

they could reasonably assume would be impurted to her by her 

attorney. Myzel v. Fields, 386 F.2d 718 (8th Cir. 196 . 

Pepper's knowledge was imputable to plaintiff, for knowledge 

of the value of the corporation was well within the scope of 

hls agoncy. Furthermore, once tho $10 offer had been mado, 

plaintiff was on notice that her attorney was also acting 

for a party on the other side of the transaction 


the rule of law is clear that where special 


facts watrant the inference, as here, that 
tho ۱ ۲۱۱۱:۱۱81 knows that his agent is also 
ic tii ) t pirty 1 r5el intcr te 

1 th t + ory t $ 
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let him act as his agent, the principal is 
estopped froh denying notice and y.now Ledge 
which the agent had during the negotiation. 
Mittendorf v. Williston & Reana, INS.: 372 F. Supp. 821, 829 
(S.D.N.Y. 1974). ‘ 
3. Pepper is liable to plaintiff for breach of 
fiduciary duty on both parts of her Third Claim. With respect 
to the first part Pepper's attorney argues that Pepper did 
nothing more than repeat the opinion that had been set forth į 
in his affidavit to the IRS. (Scc page 3,supra). The court 
has found, however, that Pepper both knowingly. and intentionally 
misrepresented Ritenour and Lipsky's position to plaintiff 
with a view towards effecting the gale, and thereby acquiring 
an agent's fee and/or an interest in tho corporation. 


4 


Pepper's attorncy also asserts that even if they 
LI \ 
are viewed as misrepresentations rether then opinions, Pepper's 
coments to plaintiff about Ritencur and Lipsky's resignation 
concerned future expectations and therefore are not actionable. 
The New York rule is that an alleged fraudulent representation 
1s not actionable if it relates merely to future expectations: ~ 
[I]t must relate to a past or existing fact 
or something equivalent thereto, as dis- 
tinguished from a mere estimate or expression 


of opinion. 


National State Dank of Newark v. riatbush Coin-O-Wash, Inc., 


216 N.Y.8.2d 636, 637-38 (S. Ct. Kings 1963). However, the 


. H ° 1 g * ۰ 
representation Peppe! made was not that the two officers 
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Pepper iv likewise liable to ylaint, £ for con- 


cealing from her the fact that noegokiations for the sale of 
MTS indicated a probable corporate ۵ of two to three 
million dollars. "A client is entitled to all the information 
helpful to his cause within his attorney's command." Spector 
V. Nermelstein, 361 F. Bupp. 30, 39 (&,D.N.Y. 1972), aff'd in 
relevant part, 485 F.2d 474 (2d Cir. 1973). Particularly 
where an attorney seeks to benefit from a contract made with 
his client, as Pepper did here , he must "bend over backwards" 
to give the client every relevant fact as it becomes known to 
him, to inform him cf all his rights end to completely disclose 
any disadvantage under which the transaction places the ciient 


along with the corresponding advantage that théreby accrucs 


to the attorney. See Whitehead v. Kennedy, 69'N.Y. 462, 466 


(1877): Reinhardt v. Smith, 17 N.Y.S.2d 77, 78 (S. Ct. Queens 
1939). The burden of proof in this regard is on the attorney 
(60 Columbia St., Inc. V. Leofreed Realty Corp., et Il. LIU 
N.Y.S.2d 417, 422 (S. Ct.. N. Y.Cnty 1952); aff'd, 120 11 ۰ ۷۰5 ۰ 0 
925 (App. Div., lst Dept. 1953), and Pepper has failed to 
sustain this burden. 

^. None of the defendants is liable to plaintiff 
on her Fourth Claim. 


Standing alone thoughts, ideas, plans, schemes 
or intentions do not constitute any actionable 
civil wrong. Rather it is the performance of 
an act, either tortious in itself ۳ 
plished by wrongful means, by one or more 
persons pursuant to an Agr ern nt between two 
or morc i ndividuals which wives rise to civil 
liability. i : 


-—— P M — — ——— = 


Ta RE 


t= 


el Tr et IRIE RES PT es Ret و‎ 


esl 


A ( A44 1 ۱ 


Sinith V. Helbraua: 238 N.Y.5.2d 2145 212-19 $2. Cbs Westchester 
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1963( (emphasis added). AS plaintift has failed to _atroduce 
convincing evidence of any agre ment, express Or implied, 

-o defraud her in either her indivirnal capacity ox 83 
executrix "T her husband! i3 estate, she may not recover on 
this claim. 

5, Ritenour and Tipsy are not liable to plaintiff 
on her Fifth Claim. Section 10-b of the Securitics Exchange 
Act prohibits the use, in connection with a sale or purchase 
of saecu 'tíes, of any manipulative OF deceptive amie. AS 
noted above, neither Ritenour nor Lipsky ever threatened 
plaintiff with resignation or agreed = Pepper that he 
should do so to induce 4 sale of: stock. Furthermore, in 
purchasing plaintiff's stock, they made full disclosure of 
ali material facts to her agent, Pepper. Since the court has 
iound no convincing evidence of a conspiracy OF common scheme 
to defraud, Pepper's acts Or omissions are not attributable 
to Ritenour and Lipsky. 

6. Pepper is not liable to plaintiff on her 
Fifth Claim. She has, in essence, alleged two distinct 
causes of action against Peppe based on Rule 10-b-5. The 
tirst is that he knowingly misrepresented that Ritenour and 
Lipsky had threatened to resign. This cause of action must 
pe dismissed because p! ۱1 ۱۲۱] f has failed to prove rellance, 
i.a., she has failed to convince the court that this 


f isrepresentation was "à substam ai factor" in determining 
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tei? her course of cor ck. Tink v. Fu: ۱ jon Park, 0۵ F.2d 457, 
"$62 (2d Cir.), cert. denied sub nnn, List v. Lerner, 382 
U.S. 811 (1965). 
The second such cause of actiona is that in failing 
to inform her of negotiations for the sale of MTS and the range 
of offering prices therein discussed, he omitted "a material 
fact necessaty in otdor to make the statements made, in the light 
of the circumstances under which they were made, not misleading." 
Rule 10-5-5(2), 17 C.F.R. § 240.10-b-5 (1974). The statements, 
"et course, which Pepper made were those advising, as her 
attorney, that it would be in her best interest to accopt 
the $15 and then the $10 offer. As noted above, and as plain- 
tiff's counsel freely admits, however, plaintiff never sought 
an appraisal of the value of the corporation. ; $6desé; before 
", accepting the $10 offer; which put her on notice that Popper 
$ ^i was acting for both sides in the transaction, she never even 
consulted her brother-in-law who was on the board of directors 
۳ ‘und as such, was in a positlon to fairly estimate the sale 
‘value of the corporation. 
In the court's view, therefore, plaintiff has 
fuiled to demonstrate the due diligence expected of a majority 
stockholder who seeks to recover damages based upon alleged 
10-b-5 violations. Cf. City National Bank v. Vanderbloon, 
422 ۳,28 221, 230 (8th Cir. 1970); Jackson v. Oppenheim, 
Coit 1970-7] Transfer finder ! 93,003 (8,.5,N,.Y, 13971). Piainei ets 


ej a Quty to exercise an informed ijgont when confronted 
S LT. 
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"1 1/1 defendants ) ۲ ۰ 


Hindsight reaction to ain imorovident sale 
by an insider to a stranger or cven another 
insider, based upon nonédisclosed Facts 
equally known or evailable to both partics 
ordinarily would not bc considered within 
the protective basis of Rule 10-b-5 


Myzel v. Fields, 386 F.2d, supra at 735. See also Shappirio 
v. Goldberg, 192 U.S. 232, 241-42 (1904). 
r^ Plaintiff has proved no cause of action against 
1 " 


Miriam Pepper. The case is accordingly dismissed with 
prejudice as to hor. 

8. In accordance with the stipuletion of the parties 
at triai, the affirmative defenses based upon the release 
agreement voided by Judge Frankel are dismisscd. 

DAMAGES " 
Because plaintiff has not doeronstrated reliance on 


Pepper's misrepresentation of resignation, or due diligence 


in investigating the worth of MTS, Pepper will not be hol 
3 J i2 


liable for the profits which Ritenour and Lipsky receive on 
the sale of her stock. However in purchasing stock in his 
, b 


wife's name as detailed above, Pepper himself derived an 


unconscionable profit in violation of his Fiduciary duties 


to plaintiif which he is not entitled to retain. He will 


therefore be held liable for the profits which his wife 
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The court likewise awards plaintiff punitive 
damages for Pepper's breaches of fiduciary duty. New York ; 
courts countenance the award of such camages where, as here, 
the wrongdoer has acted maliciously or with a recklessness 
that betokens improper motive, Douglas v. Tomkins Realty 
Corp., 210 N.Y.S.2d 550, 552 (S. Ct. Bronx 1960). The 
policy behind the award of punitive damages in actions for 
“preach of fiduciary duty has been eloquently detailed by 
Chief Judge (now Justice) Beryer: 


[O]nce it has been shown that one trained 

and experienced holds himself out to the 

public as worthy to be trusted for hire 

to perform services for others, and those 

so invited do place their trust and con- 

fidence, and that trust is intentionaliy j 
aj. 34 and consciously disregarded, and exploited 

for unwarranted gain, community protection, 

as well as that of the victim, warrants 

the imposition of punitive ۰ This 

is particularly true in areas of conduct 

where the acts committed,.wnile 

reprehensible, may fall short of rendering 

the wrongdoer subject to criminal pro- 

secutions. When onc is commissioned by, 

or holds himself out to, the community 

to perform special services which may 

be engaged in for hire by others in 

the conduct of their personal or business 

affairs, such as lawyers, trust companies, 

realtors, or the like, such persons 

inescapably assume certain fiduciary 

responsibilitics. The comunity in turn 

has a broad public interest, 45 a matter 

of public policy, in how such persons 


onduct their relations & * * In th: 

case we express the broad public policy 

by the img sition of punitive ۰ 
Punitive damages are particualrly apt 

in such circumstances because they both 
punish the wrongdoer, and of fer 9 wronged 
a greater incentive to bring derelict: 

ko justice. e e i 
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Br»wn v Coato 253 a a 1G, l ' I Rh 3 59). In Coate 
۱ bd" 2 "ET ^2 
tho defendant lawyer and real 5ta Oker entered into a 
‘ $ ^ ۱ fr eles 
contractual agreement with "laintiürfs whereby he de iudod 


them of $7,000. The Court O01 Alel t: held an award of 


$7,500 in punitive damages in addition to that of $7,000 in 


compensatory damages. In this case the court chooses to 
limit the award of punitive Qda ages to the name amount 

ê $ x L " 1 t Arati 4 t rie ie Gir 1 att 
plaintiff wins as compensatory dar aa: ipon Pepper's accounting. 


SO ORDERED. 


Dated: New York, New York 


August 27, 1975 
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ROSALIE M., ARLEINGHAUS, et al. v. J. RICHMOND RITENOUR, et al., 
68 Civ. 3537 (HEW) 


NOTES 


1. In December of 1966 plaintiff had been advised by Pepper 

that in order to meet the [RS assessment "the sale of 

stock is undoubtedly called for in the near future" 

(Exhibit D, p. 4). Similarly Clem felt that such a i 
sale was necessary to pay the estate tax (Tr. 89). 

Lastly, plaintiff wrote to Ritenour on May 15, 1967, 

in contemplation of the $20 sale, authorizing payment 

of $80,000 of the money duc her to Pepper's firm for 


use in satisfying the IRS lien (Exhibit B). , 
2. With respect to his wife's acquisition of MTS stock 


Pepper testified on direct examination as follows: 

Q: How did you happen to put the stock 
you acquired . . . into Mrs. Pepper's 
name instead of your own? 

A: Well, I personally hud had a coronary, 
and I was in anything but the best of 
health. 

It didn't seem sensible to me, with 
my tax background, to add to my ¥vo-called 


estate, so I preferred to give her the 
opportunity to make the investment, 
assuming that she would outlast me. 
. That way, vc could save a Federal , 


Estate Tax on the property passing 
from my estate to her. 
(Tr. 405-06). 


3 To average $20 4 share pursuant to this plan plaintiff 
needed to receive approximately $27 a share for the 
remaining MTS stock in her possession. 

4. The court has only pendent jurisdiction of this common 


law claim against Pepper (See United Mine Workers v 
Gibbs, 383 U.S. 715, 725 (1966)) and therefore will apn: 
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the law of the forum state in considering the legal 
sates raised, 
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by so arranging it that tho mo 


Y nid “unereon is 
routed directly to others instead cf having it pass 
through his hands." Gerd 


es v. i'"eynolds, 28 N.Y.S.2d 


622, 661 (S. Ct. N.Y. Cnty 1941). has 


Plaintitf would have the court inf 
defraud from the fact that Rite 
to contact her again after the Rainbow Room luncheon 
to deny the continuing rumors 
to resign, or to report to her thot 
the threat out of thin air. the court finds however 
that no such agreement was entered into 
by the defendants to this action. 
previous denial the ofticers were not 
Pepper in ahy scheme to defraud his 
Pcpper not to make such throats and in Specifically 
denying the threat at thc Rainbow Room lunch 


and Lipsky satisfied their duty to plaintiff. 


Seeking to aid 


Rule 10-b-5 defines manipulativo 
it states: 
It shall be unlawful for eny person, directly 
or indiroctly, by tle use of any means or 
instrumentality of interstate comme 


^|rce, or 
of the mails, or of any facility of a 
national securities exchange, 
(1) to employ an; Gevice, scheme or artifice 


to defraud, 

(2) to make any untrue Stutement of a mater 
fact or to omit to state a material 
necessary in order to make the 
made, in the light of the ci 
which they were made, not misleading, or 

(3) to engage in any act, practice or 
course of business which operates or would « 
as a fraud or deceit upon any 
with the purchase or sale 

17 C.F.R. $ 240.10-b-5 (1974) 
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Sonderling Broadcasting 
her in exchange for the 
or compensatory damages 
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in her post-trial bricf 
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sale ayreement, futhermore, 
that the defendants Fully 


riange a sole of the 
are, more than twice 


stock 
the price 


rnative 


iff seeks in thc alte 
Mrs. Pepper and a Jeclaration 
tiff's benefit the sh 


Corporation stock rec 
MTS stock purchased f 
in the amount of the 
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upheld, not be dispositive of all of the other issues i 


this action. 


MR. O'KEEFE: I am not saying it is dispositive. 


THE COURT: All rijht. 

MR. O'KEEFE: I want your Honor to be ina 
position to judge it. 

THE COURT: I would consider that judgment of 
Judge Frankel's in conjunction with the other facts, but 
I would consider that I was bound by his judgment in that 
action. 

MR. O'KEEFE: On that issue. 

THE COURT: On that issue, no other issue. 

MR. O'KEEPE: That would be all right with my 
defendants, your Honor. 

MR. JENSEN: Let me state that my understanding 


of that issue is whether the agreement of June 7, 1968 


should be upheld witl. whatever effect it may have, if any. 


THE COURT: That is wnat we are saying in effec 
MR. NSEN If it i5, then E as in aqreement 
A 
) |] 
, , ۱ | ' ۱ 
, 
, 
۱ ۱ 
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۸ Have you taken any economics courses? 

A No. 

Q Financial courses? 

A Not formally as such, no 

0) What was your association with your 
company? Will you give it to us chronologically 
bricfly. Let's identify them first. 

A Yes, in the late 1940s my brother asked 
join the board of his corporation, Modern Talking 
Service; and I did so. 

Q For how long did vou remain a director? 

A I remained a director of Modern Talking 
Service until I believe January 1968. 

0 And any other company? 


A The other 


serves me 


memory 


Modern Talking 


grew, it was made a separate corporation. 
ut Do you recall when that was? 
f 1 4 
۱ ۱ ۱:۱ N lori | 
7 I! ; to arrange for th: 11 
1 ' | : ۱ ۲ ag E 


company, 


correctly, 


Picture 


Modern Teleservice, 


at one time a 


was 


Service; and as its a 


Ww 


brother's 


and 


re t 


Picture 


Picture 


if my 
division of 


stivities 
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2 corporations would have a film produced r« irdir th r 
3 activities, and they wanted it Shown t« various types of 


£ ^ 1 " 
5 2 And the business of 1 leservi , 

۹ - " 
6 \ rho business of 16 1650۳۱۷1 606 was to Process and 
7 1 t hirê ] ‘ > ] 
7 distril e ) 1 6۱۹۶ 1 1 7 ۴ 610 15, scc that they aot 4 
5 th Station on time, that Sort of activity 
Q ( < ~ n 3 
. 9$, For how lona 11 you remain a direct, r or Tele 
Hi Service? 
11 A Fro its inception until early 16 
٩ ۰ g 
IZ ) were you ever an of r of Teleser rico? 
13 A No, sir 
14 f ^A 

" " 
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15 A O, Sir 
16 C) Wore YOu ever in ompiler (2? 
j ^ e - 

۱ ی‎ 3۳ 
1 X f r 1 ۲ e 
s 1۸ 1 1 yot nave ny other tit ( tha t ۱ of í Or 
19 of the board of directors in cithoer company? 
A! ^ No, 1r 
— ^ ‘ 1 $ "1 

1 i 1 l 

4 f 
el ih wo f f t 
25 ۲ 


an 


6 


11 


12 


13 


14 


mb 1m 


Q 


Q 


My 


Em 


A57 


C. Arlinghaus-direc 


brother, Frank. 


Who ran Teleservice? 


t 


Mr. Ritenour was the chief operating officer. 


Did your brother have any officership in that 


orporation in Teleservice? 


A 


As 


I recall it, he was simply a member of the 


hoard of directors. I believe he act 


his lifetime, 


Q 


A 


Whe 


Wel 


chairman of the board. 


n did you first get to k 


ed as chairman 


now Mr. Ritenour? 


l, surely at the time of the creation of 


Moaern Teleservice. I honestly can't 


I ‘ad met him before then. 


before 


that he had been directing 


Q 


A 


Modern ' 


۰ 


Q 


'rvicc? 


f) 


he 


recall. 


I believe 


Were you aware what Mr. Ritenour was doing 


I believe so. 


I belicve I 


ilking Picture Service. 


Lig 


"Tel 


Who 


n 


rhe 


Who 


learned at the time 


this type of activity within 


you have any personal knowledge of that? 


direetiy, sir. 


was the lawyer for Modo 


firm of DeWitt, Pepper 
j 


in tha firm of DeWitt, 


rn Talking Picture 


& Howell 


Penper & 
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the work for Modern Talking Picture Service? 
Mr. Sidney Pepper., 

The defendant in this action? 

Yes, sir, 

Who was the lawyer for Teleservice? 

DeWitt, Pepper & Howell. 


Who in the firm did the work, the legal work for 


Mr. Pepper. 


What duties did you have as a director of Tele- 


My duties were to attend the board meetings, the 
of the board of directors and listen to the dis- 
and act on resolutions as they were presented. 

How often were these meetings held? 

Four times a year. 


Apart from appearing at board meetings, did you 


ny other appearances at Teleservice's offices? 


don't recall, sir. It would be most unusual. 


Do you not. recall whether you did Or do vou not 


I don't roca1] doing it, sir. 
Did you in any other way qet involved in Tele- 


day-to-day business? 
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A No, sir. | 
Q Did you know any of the customers of Teleservice? 
A Not directly, sir, no. | 
Q Did you know who they were? 
A Yes, I would hear these very common names. There 


were large corporations like Proctor & Gamble and American 


Home Products. 
| 
Q What was the second one? 
| 
A I knew many of them by name when they were 
| 
11 | mentiorcd at the board meetings but I had no direct knowledge 
li 
12 | of them as customers. 
|| 
13 ار‎ Q For example, did you know what Teleservice was 
i 
۱ ۱ 
14 | doing for Proctor & Gamble? 
| 
15 | A Tes, they were processing television commercials. 
| | 
۱ 
I 
16 || I mean they would arrange to get them dupliceted and the 
17 |] particular quantities needed where they should he. 
18 | Q Did “oau have any personal involvement in that? 
۱ 
19 | A No, sir. | 
۱ | 
20 0 Can you name any other major customers? 
é ^ Colqate Palmolive Pect,I think,was another one, 
22 | Kellogg for a time perhaps. 
23 | 0 Beg your pardon? 
24 | A Kellogg Company. 
25 | ۸ How did it come to your attention that these 
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were customers of Teleservice? 
A At the board meetings when there would be a l. 


discussion of current business. 


10 


11 


13 


14 


15 


Q0 Who ran the board meetings? 

A Mr. Ritenour; after my brother's 

0 When your brother was alive, who ran the 
meetings? 

A Well he acted as chairman of the board of 
directors' mectings 

Q Who made the presentations? 

A Mr. Ritenouc. 

0 Can you tell us how these mectings went? 
there a certain format that was followed? 

1 Well, generally speaking, there would be 


course a reading of the minutes of the preceding meeting, 
and then Mr. Ritenour would present what had 
what was happening, including financial results, 


would he some discussion of that; and toward the 


the meeting there was usually a resolution 


happened 


1 
( i 
A) Did you sco it as your function participa 
in any parts of these discussions? 
^ Just to bring common sense to t em; that's all. 


Q Did you know anything about the bills of Teleservic 
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other than what you learn at the board meetings? 


A No; sir. | 

Q who owned the stock of Teleservice when Frank | 
died? 

A There was at that time & far as I recall it a 


voting trust among all the stockholders; and the major 
voting trust certificate holder was my brother and the 
estate, and I believe Mrs. Arlinghaus and several other 
stockholders. 

Q As a matter of fact, who vas the voting trustee 


vhile your brother was alive? 


A My brother was the voting trustee while he was 
alive. 
Q Who succeeded him? | 
| 
A i did. 
Q For how long did the voting trust agreement 


remain effective? 
A The voting trust agreement on Modern Teleservice 


"ined effective until October of 1966. 


Were there any sales restrictions, restrictions 
on the fre sale of the stock? 
A Yes, there was also an agreement between the 


voting trust ortificate holders, stockholders. 


D What in substance, without being technical 
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| | 
li ۰ ۹ 7 | 
l Q Do you recall any particulars of those dis- 
li 
|| cussions? 
| | 
| A Yes, I recall that -- 
| 
|| 0 If yov would like to refer to your notes to 


| refresh your recollection, you may do that. 


A We han a menting in December, early December of 
ll 1966, in which we discussed tho matter of the assessment 


of thc estate tax that was being approached by the Internal 


| Revenue Service. 


۱ Q Who were present at that meeting? 
A Myself and Mrs. Arlinghaus and Mr. Pep; r. 
Q Can you give vts a date for that meeting? 
A December the 7th. 
Q Do you recall the substance of what was d scussed 


and decided at that mecting? 
A Yes, as I say, we discussed the possibilities 
of how to meet this estate tax assessment, and considered 


the possibility of selling the Teleservice stock to the 


۱ 1 
() Ihat was said about that? 


ht toe desirable if we could get ۱ 


price under the agreement of $20 or better per share. 
O Do you recall anything more about the substance 
| 
li of that conver ition? 
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A There were other things that were discussed 
having to do with the relationship of the various directors. 

Q Well as far as it bears on my first question 
which was, was there a discussion about what should be 
done with the stock of the estate? If you can tell us, 
Sir. 

A The only discussion was that the estate had a 
right to call upon the corporation to purchase its stock 
that had a certain time limit on it and that would be 
purchased at a particular formula price. And if that 
formula price were to be as good as $20, we thought that 
might be a desirable thing to do. 

Q Do you recall what the size was of the assessment 
in dollars? 

A Somewhere around $80,000. 

OQ Did you at that time have -- 

MR. MATTHEWS: May I interject here? I didn't 
hear that question. Could it be read back? $80,000 what's 
the answer. 

THe COURT: "crtainiy, It was the onount of 
the estate tax asse: nt as T understand it. That was 
the question: What is the amount of the assessm nt? 

MR. MATTHEWS: I am sorry to interrupt. 


THE COURT: te didn't mention the estate tax 
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but I am assuming that is what it was. 
Q Mr. Arlinghaus, as of that time, in December of 


1966, did you have an opinion of the value of tbe stock 
of the Teleservice stock? 

MR. O'KEEFE: Objection. He has not qualified 
this witness as an expert. 

MR. JENSEN: So far the question 15 whether he 
has an opinion. 


o have an 


MR. O'KEEFE: He is not entitled 


(t 


opinion. 

THE COURT: He does not want you to sneak in an 
answcr on him, so T vill sustain the objection. 

MR. O'KEEFE: I got caught once. It's enough 
for one day. 

THE COURT: All right, Mr. O'Keefe. Your objec- 
tion is sustained. You have to lav a foundation for that, 
Mr. Jensen. 

Q Did there come a subscquent time whon that sub- 


ject matter, what to do with the stock of the estate was 


^ Yes later that month we had a further mecting 
including not only Mrs. Arlinghaus, Mr. Pepper, but a 
friend of mine, Mr. Milton Lewis. 


MR. O'KEEFE: Could you repeat that name please 
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A Mr. Milton Lewis. 
0 Car you tell us what was said at that meeting 
by those present? 
A We had a meeting to discuss further this matter 


of how to meet this estate tax assessment; and we discussed 
various alternatives. There was a right to the estate to 
put its stock in the corporation to the other corporation 
aS well as the one to Teleservice, and so we ۵ what 
the various possibilities were, and what the potential 


formula price might bo; and my recollection is that wc 


decided not to do inything at that point. 


0 TO do what, not to do -- 
A Not to offer the stock to the corporation, sir. 
Q Was there any decision made with respect to the 


sale of the stock apart from to whom? 

^ No, sir. 

0 Let me just get one thing straight: You spoke 
in connection with the December 7th mecting about a possi- 


bility of putting the stock, if the price should be at 


( st ZU, you ۱11 
7 Ye ^ 1 
0 At this meeting on December 28, 1966, was it 
that same put possibility that was up for discussion? 
A Yos, it 
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And the decision was not to put? 
Not to do so at that point. 
Did you have any further discussions wit 

or Mr, Pepper «bout the sale of the Tel 
he period from that meeting until April 

Hone that I can recall, sir. 
Would you tell the Court now what happor 


pril 25, 1967, with respect to the 1 


Yes, I rcccived a copy of a letter from 
stockholders of Teleservice offering to 
shares of the corporation at a price of 

DO you have that notice? 

Yes, I have it with me. 

Would you please produce it? 

(The witness handed a paper to Mr. Jense 

MR. JENSEN: I offer it into evidence. 

MR. O'KEEFE: No objection, your Honor. 
"HF COUI You want to ask ۲ Matt} 

M es, I will 

MI | No o! ction. 

THE COU! [t ivy bo received, 
(Plaintitl' «hibit 1 for idontíFical 

۱۳۱4 ۱ tI » ۱۱۱۷] ۷۱۱۱۷ ۱1۱ ۷۷ ۱ qa) 
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THE COURT: You may go ahead, Hr. Arlinghaus. 

A My notes indicate that to me, to remind me that 
Mr. Pepper during the conversation with me told me that 
both Mr. Ritenovr and Mr. Lipsky were quite serious in 
their desire to purchase all the stock of the corporation. 
that they had adequate backing for it, and that they had 
reason to pull out, is the phrase I think I had here, if 
the offer -- either the offer were not accepted or an 
acceptable counter-offer made. 

0 Do you recall any more of that conversation, sir 

A Only that he thought it would he well if we 


and met with Messrs. Ritenour and Lipsky directly to dis- 


Oo Can you place that conversation in timo? 

A Yes, it was on May the sth, 1967. 

0 Was it a telephone conversation? 

A Yes, sir. 

0 What action did you take on this? . More parti- 


cularlv did you set up a moctinq to discuss this with 


Nessrs. Ritenour and Lipsky? 

۲ , 

As t 

0) Would u tell the Court about that 

^ I called Hr. Ritenour and we aqreed to meet fe 
a luncheo meeting in the Rainbow Room on “tay tho 10t 
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2 9 Did that meeting take place? 

3 | A Yes, it did. 

| 

4 Q lho attended? 

5 A Mr. Riten ] Mr. Lipsky, Mrs. Arlinghaus, 
6 myself, and Mr. Pepper 

7 0 Would you give us your best recollection as t« 
8 what was said by whom on that occasion? 

9 A I can only recall the substance of tha* 
10 8 Would you give us the substance, please 
1] A But the su inco of it, that Mr. Ritenour an 


12 Mr. Lipsky -- 
13 f Would you tell us who spoke so that wi 
14 ^ I think they each spoke, but I have no direct 
15 recollection of who spoke or who said vrecisely what 
16 0 All right, would you tell us what Mr. Ritenour 
17 said? 
18 A I think he said ho would like verv much to get 
19 a substantial part of the corporation, that he wasn't happy 
a with the way it ha eon developing and how it wa peratir 

elt so strongly in that regard that if y 
as ( ۱ not out a T ۱11 ounti offer 1 ffer, 
y, tha he felt ۱ 1111 hive to resiqn 
24 8 What did Mr Lipsky say? 
25 N T be] reve his re mks were about the ۱ ; ib: ta 
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| 
| 
| 


Do you recall what Mr. Pepper said? 
I honestly don't recall any details of that. 
And do you 


recall what you yourself contributed 


versation? 


I only recall that I was trying to be helpful to 


in-law in a rather difficult situation. I tried 


t just precisely what the answers and objectives 


what their real concerns were. 


Do you recall anything more about that conversa- 


substance of that conversation? 


No, that agreed to consider it some more. 


only 


What happencd after the meeting? 


After the meeting, Rosalie and I anc Mr. Pepper 


to the lobby of the Radio City building tnere. 
Y Y 


no convenient meeting place for us there and 


You said Mr. Pepper? 


Pepper 


:0 righ ahead. I 
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of action that Mrs. Arlinghaus could take in response to 


| 0 Do you remember what was said about that? 

A Well, 1 do recall, perhaps maybe this was my 
own thought, that if Mr. Ritenour and Mr. Lipsky really 
were to leave the corporation, that I didn't know who wc 


would want to continu to run it? 


0 Did you make any recommendation? 
A I am trying to think. Not at that meeting I ` 
don't think. I think we ec nsidered it further and decided 


0 Was such a counter-offer mad 
A Yes, it was. 
MR. JENSEN: I am Going to repeat a question, 
۱ 
your llonor, that you ruled on before and I amc ering 
y , 
not to prove the value of the corporation, but only to 


rove the state of mind of Mr. Arlinghaus at the time, and 


I think it's important for some of the issues. am going 
to ask ۳ Arlinghau whether at that tin he had ar pinic 
hi 1 ۲ [ ۲ a on, a far a ۱ ۱ 2 4 | f A 
nM "RI 3 Your llonor, I" I t imr t nt 
wna this ۷ tnc t t What 1 £ 1 ) rtant 1 f ۱ t 
offer wore made t hi and what offers ( nnnm 
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| 
Í 
a share. | 
0 Did you get a reaction? 
A Yes, I believe I called Mr. Ritenour that after- 


noon and he said he would take it under advisement with 


his associates and get back to us. 

Q Did he get back to you? 

A The next morning Mr. Lipsky called me and said 
that the $20 offer 5 able. | 

Q Did you have anything further to do with that 
transaction? 

A Yes, I called Rosalie on the phone and dictated 
to her a form of a letter with which she could send her 
stock to Mr. Pepper for forwarding to Mr. Ritenour and 
his associates. 

MR. JENSEN: Your Honor, I have a copy of it. 


If either defendant has a signed copy, I will be glad to 


introduce that. It's the May 12, 1967 letter. 

MR. O'KEEFE: I have no objection to that, your 
Honor, except to note that it's from the plaintiff to Mr. 
Pepper. There is no indication that a copy was sent to 
cither Mr. Ritonour or Mr. Lipsky. 

MR. MATTHEWS: May I off the record ask, was this 
intended to be Modern Teleservice? 


MR. JENSEN: Yes, I will ask the witness about 
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A Yes. "This letter will authorize you to inform 
Mr. Richmond Ritenour and Mr. John Lipsky of Modern Talking 


Picture Service, Inc. of 619 West 54th Street." 


Q To whom did you dictate that letter? 
A It was either my sister-in-law or my niece. 
Q Her daughter? 
A Her daughter. 
Y - 
Q Did you dictate Modern Talking Pic*ure Service? 
A I am sure I did not, sir. 
Q At any rate, Modern Teleservice was intended, 


right, sir? 
A Yes, sir. 
Q You toJd us before that you have recommended 


the sale at $20, is that right, sir? 


A Yes, sir. 
Q Why did you do that? 
A Well, because it was better than 15 for one 


thing, and I knew that the -- 

9 Let me make my question a little clearer. Why 
did you recommend a sale at all to Messrs. Ritenour -- 

A Becau.e I felt in the circumstances that was 
the thinq to do. 


8 Would you explain the circumstances that you 
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The circumstances being the message that we got 


۱ 4 that if a proper or acceptable offer were not mede, that 
5 they would resign. 
6 | Q You know, don't you, that that proposed sale 
7 | at $20 a share did not go through. 
8 | A That is what I understand, sir, yes. 
9 Q Was eventually a sale made of stock from the 
| 
10 | Arlinghaus estate to Messrs. Ritenour and Lipsky? 
11 | A Yes, it was, later on. 
12 | Q Did you take part in those negotiations? 
13 A Not directly, sir. 
۳ 14 0 When did you first hear that such a sale was 
15 | taking place? 
| à 
۱6 | A I believe that was in the early part of July 
a 17 | 1967. 
18 | G Can you cell us that date a little more precisely, 
19 | maybe by reference to your notes if you have any? Refresh 
۱ 20 | vour recollection. 
۳3 21 0 ۸ No, T can't be more precise than that. 
22 | 4 Who told you? 
z | A I had heard of it indirectly, and I called Mrs. 
| 
2A ۱ Arlinghaus to inquire about it; and she then asked Mr. 
| Pepper to call me and explain it, which he did by ۰ 


۷۶ ۲۱۱ RN 


۱۱۱۰۱۱۸ E COURT REPORTERS 918 4 ۷۱ 


N 


>` 


a 


ی 


oo 


e 


| 
| 


A74 


zeke 
mb 1m C. Arlinghaus-direct/cross 61 


Q How long did your connection with Teleservice 


continue? 
A Until sometime in April 1968. 


Q What happened then? 


A I understood from a telephone conversation from Mr. 


Rite..our that there had been a meeting of the tockholders 
end a completely new board of directors had b^en ^i 2d. 


MR. JENSEN: Thank you. You may cross-examine. 


CROSS-EXAMINATION 
BY MR. O'KEEFE: 

Q How was it, Mr. Arlinghaus, that you came to go 
on the board of directors of Modern Teleservice, Inc.? 

A I believe it was because I was already a membor 


of the origine  corporation's board of directors. 


0 The board of Modern Talking Pictures, Inc.? 
A Yes. 
Q How did ycu come to go on that 5oard? Who 


invited you? 


A My brother, who was president of the corporation. 

Q where were yon working then? 

^ At Metropolitan Life. Insurance Co. 

8 What was your title, if you had one? 

A [ probab was a lower manager of some kind. 

۸ Are you still employed at Metropolitan Life? 
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2 A Yes, sir. 

3 Q What is your title now, sir? 

4 A Vice-president. 

5 Q Are ycu a full vice-president? 

6 A Yes, sir. 

1 Q In the actuariai field? 

8 A In the group pensions field. 

9 Q Group? 

10 A Persions. 

11 0 Pensions. 

12 Had you any experience in the talking picture 

13 indivstry prior to your going on the board of Modern Talking 

14 Picture? 

15 ۱ ^ No, sir. 

16 | Q Had you ever had any experience in the business 

17 | of Modern Talking Pict: » Of distributing films before you 

18 | went on tie board? 

19 | A No, sir. | 

4 Q Did you have any experience in the business of Mod-| 

21 | ern Teleservice before you went on the board? | 

22 | A No, sir. | 

23 | Q Is it fair to say you were on the board because | 

2A | your brother ran the comoany? 

25 | A You, Sir. | 
| | 
| | 
| | 
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0 That was the roe-^5on? 
A Yes, sir. 
Q Did there come a time when you acted as a trustee 


under a voting trust of the stock of Modern Teleservice? 


A Yes, sir. 

Q When was that? 

A After my brother's death. 

Q And whe: your brother died in 19 -- 

A. August 1964. 

Q -- were you also a trustee under t: will of 


your brother? 
A No, sir. 


Q What were the assets of your brother's which 


formed the corpus of the trust of which you were the trustee? ۱ 


A They were the estate assets, whatever they were, 


primarily the stock of the two corporations. 


Q Were you familiar with the fact that there was 


an agreement between the shareholders of Modern Teleservice 


dated October 15, 1956? 


A Yes. 
0 Can you identify that document? It's a Xerox 
COPY. 
A es, this looks to be the aqreement with som 
amendments. 
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Q Can you identify any of the signatures that 
appear on the signatory page back here (Indicating) ? 
A I recognize the signatures of Mr. Ritenour; Miss 
Cox, who was then secretary; my brother; Mr. MacCallum; 
Mr. Eberle; and my sister-in-law, Rosalie Arlinghaus. 
Those signatures I recognize. 
MR. O'KEEFE: Your Honor, I offer as Defendant's 
Exhibit A the agreement dated October 15, 1954 ieentified 
by this witne «ss 
MR. JENSEN: I object to it as irrelevant and 


immateria , your Honor. 


THE COURT: Mr. Matthews? 


| 

MR. O'KEEFE: I think it's relevant, your Honor. | 

MR, MATTHEWS: I cannot see the relevancy of 
this agreement. 

THE COURT: I assume that the relevancy has 
something to.do with the formula which is to be -- 

MR. O'KEEPE: That's right, it’s in it. 

TIE COURT: Received. 

(Defendant Ritenour's Exhibit A for identifica- 


tion received in evidence.) | 


0 Are you familiar with the terms of this document, 


Mr. Arlinghaus? 


۰ |] 
A Not directly any more, sir; I did at one time. 
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Were you familiar at one time with the fact that 


there is a formula in this document for the valuation of 


the stock? 


values of 


A 


Q 


A 


Q 


Yes, sit. 
In Modern Teleservice? 
Yes, sir. 


Do you remember the formula? 


Did you at one time know it? 

Yen, sir. 

Did you at one time apply it to determine the 
the shares in Mcdern Teleservice? 

Yas; sit. 


What was the number you reached after applying 


that formula? 


Hitenour 


Ritenour 


A 


Q 


A 


0 


۸ 


0 


Somewhere around $16 a share. 

when was that, sir? 

That was in late 1966. 

Did you receive Plaintiff's Exhibi. 1 from Mr. 
dated April 25, 1967? Did that come to you? 


Tes; Sir, 


Is this the first occasion that you had that Mr. 


and Mr. Lipsky were interested in buying the 
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subsequently in the later discussions. 


Q You learned it between April 25, 1967 and May 
12, 1967? 

A Yes, sir. 

Q When did you dictate this letter? 

A I believe May the llth or May the 12th. Excuse 


mc, May 12. 

Q Please continue. I am sorry, I didn't mean t 
interru»t you. 

A May the 12th. 

Q How did it come to your attention that Mr. Riten- 
our and Mr. Lipsky were making this $15 offer on bchalf 
of someone else? 

A I can't pinpoint exactly when I learned that but 
it was in the discussions that we had. 

0 In the discussions that who had? 

A At that time the luncheon meeting that ۰ described, 
and in the conversations that I had with Mr. Ritenour and 
Mr. Lipsky afterwards, they spoke of speaking for associates 

0 The luncheon meeting you talk about at the Rainbo 
Room, that was May 10, was it not? 

A May the 10th, yes, sir. 

0 Did Mr. Ritenour or Mr. Lipsky at that lunch say 


that they were actiny for someone else? Do you remember 
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that? 
A I have no precise memory of that. It could have 
been. | 
Q When to vour knowledge did Mr, Ritenour become 
a stockholder of Modern Teleservice? 

A I can only say that it was sometime hefore my 
brother's death in August '64. 

Q You don't know when? 

A No, sir. 

Q You know it was before your brother died? 

A Yes, sir. 

9 And did Mr. Lipsky also become a stockholder of 
the company before your brother died? 

A That's my recollection, sir. | 

Q Do you know how they came to be stockholders? 


I do not know directly, no, sir. I understand 


that they purchased stock from some of the other stock- 


holders. 

0 Do you know whether they purchased stock fron 
your brother? 

A L do not know that direct > ut I nderst 


that was the case. 
0 Did you ever have any discussions with vour 


brother about Mr. Ritenour and Mr. Lipsky while your 
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brother was alive and while they were working at the 


company? 


A 


Discussions in what way, sir? I am not sure I 


follow your question. 


Q 


Did your brother ever vention Mr. Ritenour end 


Mr. Lipsky to you -- 


Q 


Pepper on 


Ja 


A 


Q 


A 


Q 


A 


MR. JENSEN: Objection, your Honor. 

-- while he was alive? 

THE COURT: Sustained. 

J this telephone conversation you had with Mr. 
May 8th, 1967, who originated that call? 

Mr. Pepper. 

And what time was that durinq the day? 

I believe it was early in the morning. 

You were in your office, were you? 


Yes, sir. 


What did Mr. Pepper say to you on May 8th, 1967? 


I recall that he said we should give this serious 


consideration. 


0 


۸ 


When you say give this serious consideration -- 
This offer, this offer to purchase the shares. 
The offer of $15 which was made on April 27th? 
Yes, sir. 


Was this the first phone call by Mr. Pepper on 
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this subject? 


A I can't say it was the first one, but it's the 


one that -- it's the onlv one that I recall. 


Q Do you recall that there were other phone calls 


between April 25th and May 8th but you do not recall in 


substance what was said? 


A Not with Mr. Pepper, no, sir. No, I don't recall 


that there wore any. 


90 Mr. Pepper the'ı, according to your best recollec- 


tion, waited from April 25th to May 8th to discuss this 


with you, 


is that right? 


A That would be my recollection, sir. 
Q What did he say? 
A He said in substance that we should consider 


this offer seriously, that they had adequate backing for 


this offer. 

0 Did he say who the backers werc? 

A No, he did not, sir. 

0 Did you know that anyhow? 

A Ho, sir. 

0 Please tell us the rest of this conversation. 

A And that they were serious in their offer, and 
that if ( re not able to make a satisfactory counter- 
offer, hat the were considering resigning. 
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Q Are those his exact words? 
A I cannot say those were his exact words. I have 


to paraphrase because I don't recall. 

Q In paraphrasing you say Mr. ۶ ۴ said they, 
Ritenour and Lipsky, were considering resigning. 

A I would have to say it was stronger than that. 

Well, what did he say? 

Again I can't recall the exact words? 

0 In your direct testimony, if my notes are right, 
you said that Pepper said that they had reason to pull 
out Does that refresh your recollection as to what Pepper 
said? 

A Yes, there was some developing friction on the 
board of directors, and they were -- had expressed some 
unhappiness with that. 

Q I am trying to find out, and you understand this 
case, and you understand what the issue is, and I want you 
to tell me -- 

MR. JENSEN: I object to that, your Honor. I 
don't know what Mr. O'Keefe is trying 0 accomplish by 
that. 

MR. O'KEEFE: am not cross-examining you. 

THE COURT: T don't find it offensive, Mr. 


Jensen. 
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4 


MR. JENSEN: Just note my objection. 
1 
THE COURT: All right. 


MR. O'KEEFE: ۰1 forget what I was saying. I 


THE COURT: It's just as well. 
MR. O'KEEFE: Perhaps. 


Q I am trying to find out what Pepper said to you 


about Mr. Lipsky and Mr. Ritenour. At one point you said 


he s 


that 


to p 


way? 


plea 


abou 


aid they had reason to pull out. At another you say 
they would have to resign. is there any other way 
ut that? You put it twice now. Is there another 


Do you nave another recollection? 


MR. JENSEN: May we have a time or times identified, 


se? We are talking about several times. 

MR. O'KEEFE: We know the time. We are talking 
t a conversation on May 8th, 1967 that this witness 
firmly fixe 1 in point of timc. I am trying to find 


wh»t it is he claims Mr. Pepper said. 
tt 


0 Can you tell me that? 
h i believe he said that they would resian if 
itisfactor fer or vore not 1 ۱ ۱ 4 


0 Did he say they would resiqn if tho $15 offer 


not accented? 


۷/ ۱۲ ۷ ۷ 1 6.۷1۷ ET REPORTERS 11 ۰ ۷ ۷۱ 


A85 
1 mblm C. Arlinghaus-cross 73 
2 A No, the substance, as I recall it, was that we 
3 Should continue discussing it with them, that we should 
4 not reject the $15 offer but seek to find an acceptable 
5 counter-offer, 
6 Q Were you familiar at that time in May of 1967 that 
7 Sometime before that two other officers of the company 
8 had resigned? 
9 A I know that two -- I am aware that two officers 
10 of the company had resigned to go to other positions. 
11 They were the junior officers of the corporation. 
12 Q Do you remember when you became aware of that? | 
13 A I am not sure of it. It must have been Sometime 
14 Slightly before that. 
15 Q Was that submitted to the board of directors at 
16 Some meeting that you attended? 
17 | A I believe it was, sir. | 
18 | Q This luncheon that was arranged by you, was it? | 
19 | A Yes. | 
i 
20 ۱ Q How did you arrange it? | 
al | A Ny telephone with Mr. Ritenour, | 
| 
= ۱ Q What time did the Luncheon begin? | 
23 || A [ believe it was at noon. | 
| | 
21 ۱ 0 “here was it? | 
25 | A In cho Rainbow Room. | 
ll | 
| | 
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Mr. Pepper, Mr. Ritenour, and Mr. Lipsky? 


A 


0 


A 


Q 


the subject of the offer that iad been made by Mr. Riten- 


Yes, sir. 
How long did the lunch last? 
I would guess about two hours. 


When in the luncheon did a discussion begin on 


our on April 25, 1967? 


A 


I can't recall. I honestly don't know, but it 


Was sometime not too long into the luncheon. 


there -- 


Q What did she say? 

A T do not recall in words. 

Q You testified, if my notes are correct, that Mr. 
Ritenour said that if there were no counter-offer, he 
would have to resign 

A T do not recall oxact words, sir. T am trying 
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What did you say? 


I have no clear recollection, sir. I was 


What did Mr. Pepper say? 

I have no clear recollection. 

What did Mrs, Arlinghaus say? 

I think she expressed some concern about what 


proposed. 
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to recall the substance of what was said. 

Q Do you recall Mr. Ritenour saying he said what 
you said on direct examination? 

A Not in those exact words. I said, sir, I tried 
to recall the substance. 

Q Do you recall the substance of what you said? 

A Yes, I believe I said at the time only that we 
would have to give it some further thought. 

Q Was there any other discussion at the luncheon 
other than this discussion of what Mr. Ritenour would do 
unless there were a ded re ae Did you discuss the 


merits of the $15 offer? 


A I honestly do not recall, sir. 

Q Did you discuss a way to value the stock of this 
corporation? 

A I don't think so, sir. 

Q Did you discuss the personalities of the backers 


or the persons for whom you understood Mr. Ritenour was 
making this offer? 

A No, sir, their identity never became known to 
me. 

0 Did you discuss the availability of other pur- 
chasers? 


A 1 don^t rocall, sir. 
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Q Had you, as a director during 1967, made any 


f 
e x 


efforts to sell the stock of this corporation to any cther 
purchaser? 

A I did not, sir. 

Q Did it come to your attention after the death 
of your brother that one of the alternatives available to 
this company through its board of directors was to seek 
out a purchaser for the stock or the assets of this company? 

A Yes, I was aware of that as a possibility. 

Q Had the board done anything further than become 
aware of it as you had, to your knowledge? 

A No, the board had taken no initiatives in those 


directions that I recall. 


Q Was this discussed at this luncheon? 
A I do not recall. It's possible. 
Q Is it your testimony that during a two-hour 


luncheon, the only thing that really was discussed was 
Ritenour's threat to resign if his counter-offer was not 
accepted? 

MR. JENSEN: I object, vour Honor; that is an 
unfair summary of what thc witness said. 


MR. O'KEEPE: I am cross-examining this witness, 


your Honor. 


THE COURT: Overruled. You may answer, Mr. 
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Arlinghaus. You may answer. 

Q Do you want the question? 

A Yes. 

(Question read.) 

A I would say that the main and perhaps sole 
subject of that discussion at the luncheon was this offer, 
and that -- and our possible response to it. 

Q You mean the offer to buy? 


A To buy; right. 


Q I am talking about the offer to resign. 
A That was an element in the discussion, sir, but 
there was -- our main purpose for meeting was to talk 


about the offer that he had made to buy. 

Q The $15 that he was provosing, how was that to 
be paid, did you understand? 

A It was my understanding it was to he paid 


entirely ir cash. 


0 Once you had discussed that it was a 5 all-cash 


offer, what else was there to discuss with respect to this 


offer to buy the stock? 


A I recall there was some questions as to the 
reasons for it, why they were so anxious to sell -- or to 
buy, I should say, excuse me -- and to have the estate 


sell, and the other stockholders. 
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Q You went downstairs in the elevator after you 
had your luncheon and you say that you and — sister-in- 
law and Mr. Pepper went somewhere down on the ground floor? 
A Yes, sir. 


Q How long did you stay there? 


A About an hour-and-a-half, I believe. 

Q Did you personally stay there one-and-one-half 
hours? 

A Yes, sir. 

Q What time did you leave there? 

A I would quess it would be about 3:30, 4:00 


o'clock; somewhere in that area. 

0 What did your sister-in-law say at that one-and- 
one-half-hour meeting? 

A I honestly can't answer that because I do not 
recall any exact words, but I think her concern was that 
whether she should move to accept this, whether she should 
make a counter-offer, just what she should do in her 
capacity both for the stock she owned herself and as the 


executrix. 


Q Were you acting as advisor to vour sister-in-law? 
A Only insofar as she chose to treat me as such. 
Q Did she seek vour advice? 
^ At that timo, ves. 
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Q Did she call you up and discuss the problems of 


the estate with you? 


A Occasionally, yes, sir. 

Q Was she serving as executrix of the estate? 

A Yes, sir. 

Q And you were a trustee? 

A I was a co-testamentary trustee, I believe the 


term was; that I was to become a trustee upon the settlement 


of the estate. 


Q Who was the other trustee of the testamentary 
trust? 

A My sister-in-law, Rosalie. 

Q Did you have occasion to talk back and forth 


with her during this period of time about estate problems? 


A Yes, but not frequently. 
Q How frequently? 
A Maybe once every two months or so. Of course the 


main problem at that point was the matter of the estate 


tax assessment which was largely in the hands of her 


counsel. 
0 In that period of time, you were also a director 
of this company, were you not? 
A Yes, lr 
0 Was your sister-in-law a director? 
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2 A No, sir. 
3 Q Did she in your conversations held every couple 
4 of months inquire of you as to the progress of the company? 
5 A Yes, in fact I took the initiative to call her 
6 occasionally to tell her what was -- what I had learned 
" | from the directors' meetings. 
8 Q And by "occasionally" you mean during -- 
9 A During the quarter, at least. 
10 Q Quarterly after the meetings? 
11 A Yes, sir. 
12 | Q Did she solicit any advice from you as to whether 
13 | she should sell or retain her shares and the custodian 
14 | shares and testate shares? 
15 A I believe she did. 


16 ۱ 0 What did you tell her? 


17 || A I told her at that time that I thought she should 


make a counter-offer of $20. 


— — 
wo ^D 
ا‎ 


0 Did Mr. Pepper, during this meeting of one-and- 
20 | one-half hours in the bottom of Radio City, did he advise 
21 your sister-in-law as to what she should do vith respect 
e to this offer to buy the stock? 

| 
23 | A I cannot honestly recall. We all three of us | 
24 discussed the alternatives. I can recall my own -- | 
li 

25 | 0 Was there any one of the three of you who was 

i] 

1 | 
| | 
| | 
| ' 
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not disposea 1% 27211 this stock? 
MR. JE. SEN: Objection, your Honor. 
THE COURT: No, I will let him answer it. 
A I am sorry, sir, I didn't get the question. 
MR. O'KEEFE: Would you read that to Mr. Arling- 
haus? 
(Question read.) 
A I guess I'd have to answer tnat, no, there were 
not. We were tending toward that. 
Q You all agreed that the stock ought be sold? 
A I wouldn't phrase it “ought to be sold," but it 
might be sold at that point. 
Q All right. And was there disagreement about you 
would like to get the highest price you thought you could 


get for this stock? Did you all agres on that? 


A I guess so, yes, sir. 

Q That would be sensible, wouldn't it? 

A Yes, sir. 

Q And you thought -- you personally thought $20, is 


that so? Is that your testimony? 


A T had figured that out, and T must say right now 
T am not an expert in evaluating closely held corporations; 
but I know that $15 a share was too low. [ knew what the 
put price was and it was just a feeling on my part that 
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$20 might be a price that they'd accept. 


Q The put price was what? 
A 16. 
Q 16. Do you know the initial evaluation submitted 


to Internal Revenue on the estate tax audit? 


A I did at one time, sir. I am not sure I have it 


in my * mory. 


0 


lection? 


A 


Q 


A 


Q 


by Internal Revenue, would 


A 


the time. 


good idea 


If I said $3.75, would that refresh your recol- 


$3.75 for Teleservice? 
For the initial proposal to Internal Revenue. 


I thought it was higher than that, sir. 


If I told you it vas settled at $9.75 after audit 


that refresh your reccllection? 


That sounds more like what we were aware of at 


THE COURT: Mr. O'Keefe, I think it might be a 


if we took an afternoon recess at this point. 


MR. O'KEEFE: Yes, sir. 
THE COURT: You may sten down, Mr. Arlinghaus. 
(Reeess.) 
(Last Lion Xl a r read) 
MI 0 yur Honor, T call itt tio 
tri n thi cas ۱۱: pag on t! 
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stipulated facts at tho bottom of page, next to last para- 


graph, it is stipulated as follows: "In the federal estate 


tax return filed by Pepper for the estate, the Teleservice 
stock was valued at $75 a share as of the date of death, 
the equivalent of $3.75 after the 20-for-1 split mentioned 
above. The value finally fixed by the IRS for estate tax 
purposes was $190.625 per original share ot $9,53 per 


share after the split. 


Q Does that conform to your recollection of the 
dealings with Internal Revenue on the valuation,Mr. Arling- 
haus? | 

| 
MR. JENSEN: I have an objection to that, your 
Honor. I don't think that evidence is material at all. | 
We are tal-ing about price as of the date in 1964. | 
THE COURT: For purposes of this trial, I vill 


admit it as being somewhat relevent. The question of 


¿ime lapse may have something to do with it. 


MR. JENSEN: Right. 
MR.O'WEEFE: Would you ask that question of the 
witness, plea ۲ 
(Question read.) 
^ I would have to say ves 
9 Did Mr. Pepper, acting for the estate of your 
broth furnish to vou o how to 1 af l ۲ 1 1 
SOUTHERN DISTRICT COURT REPORTERS. US. ۷۸ 
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to be submitted to Internal Revenue valuing the shares of 
the stock of Modern Teleservice in t. estate of which you 
were a testamentary co-trustee? 

A I don't recall seeing work sheets which he had 
discussed with the IRS agents. 

0 Did you ever see an affidavit submitted by Mr. 


Pepper to Internal Revenue? 


A I may have. I do not recall. 

0 You have no recollection of that? 

A No, sir. 

0 This $15 offer made by Mr. Ritenour and Mr. 


Lipsky on behalf of someone else, was that made only to 
your sister-in-law or was it made to all the shareholders? 

A It was made to ail the shareholders, according tc 
my knowledge. 

Q And according to your knowledge, how many other 
shareholders were there? 

A I'd have to check notes but I think there were 


about five or six others. 


Q And did you learn what the reaction of the other 
shareholders was to this offer to buy the shares for $15? 
A I was told that -- 
HR. JENSEN: Objection. 


“Hi COURT: J am qoing to sustain tho objection. 
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2 | MR. O'KEEFE: Is the objection to the question or 
| 
A é ۱ to the form of the answer? 
4 THE COURT: The objection is to the question I | 
| 
5 take it. | 
| 
6 MR. O'KEEFE: Excuse me, your Honor. 
7 THE COURT: Did you inquire, Mr. Arlinghaus, of 
8 | the other shareholders? 
1 9 | THE WITNESS: No, I did not. I did not take an; 
10 | initiative to inquire. 
11 | Q Do you know whether or not the other shareholders 
12 | ultimately sold their shares to Mr. Ritenour and Mr. Lipsky? 
۱ | 
13 | A It was my understanding that -- saw corres- | 
14 | pondence which Mr. Pepper showed me of an attorney represent- 
| | 
15 | ing the purchasers, and it was my understanding at the time 
16 | that all of the stockholders had agreed at the $20 price. | 
17 | 0 Is it your understanding that the company, Modern | 
18 | Teleservice, had as customers Colgate and Kellogg's? Is | 
n | 
19 | that your testimony? | 
20 ۱ A Yes, sir. | 
2l O How long were you a director of this company? 
22 ^ From its beqinning in 1956. 
23 0 Wa 1! صش‎ derstanding as a director that the 
A jmpany, Modern cnervice, dealt th and had a i 
25 tomer ۱ rt ۱ er like Kellode' ۱1 
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A That was my understanding. 1 5elicve we dealt 


primarily with advertising agencíes for these customers 


' 
for thcse ultimate customers. 

0 So they dealt with the agcncies rather than 
ultimate customers; 

A That s my understand‘ na, sir. 

0 Then is it true when ۱۵ say that Kellogg's 
and Colqatc, Proctor & Gamble, were customers? Is that 
true? 

N It was true in a sense in which I was tryi t 
expr t, that it ۱ ho i ommercial that w wor 
traffi i through, through the agenci: 

Through the iqencios? 
۲ {Gs 
Q So the Teleservice where you served a ۱ i rect 


rom its inception dealt primarily with advertising 


agencies ai not with advertising consumers isn't that 


right? 


j That's my recollection, sir 
۱ ۱ th eot ' ۰ 
۱ ۱ ۰4 T " ۱ " ۱ $ 
l j , ۲ 1 ۱ 
' iny? 
A Lt iy have bee in i [ ( ۲ [f r t 
t? la er's clu? 
n ۱ wi RII ۱ ۱۱ | ۷ 
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Q Did Mr. Lewis suqgest a price at that time? 
MR. JENSE3: Objection, your Honor. 


THE COURT: Sustained. | 


Q Did Mrs. Arlinghaus have a price to suggest at 
that meeting? + | 
A I don't think so, sir. . 


Q Did you? | 
A I can only recall that some rough calculations 
I had made, we had been looking at the book price of $16 
as it was then calculated. 
Q Uncer the agreement which has been marked in 
evidence? 
A Under the agreement, yes, sir. 
MR. O'KEEFE: I have no further questions. 
THE COURT: Mr. Matthews. 
CROSS-~EXAMINAT ION 
BY MR. MATTHEWS: 
0 What was the federal estate tax figure that 
necded to bc paid? 
A Something in the neighborhood of $80,000. 
Q Was there anything like $80,000 available in the 


estate in cash? 


A I do not believe so, sir. 
0 Was it neacessary to soll stock in order to rais 
۹۱۱۱۱۱۱۱۱ EN. ۱۱۱۱۱۱۲۲۱ ۱ COURT REPORTERS, HIS Ceteros 
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the money to pay the tax? 


A It would have been, I believe. 


89 


Mr. Pepper was 


also arranging for an extension of time and perhaps borrow- 


ing it somewhere. 


Q I show you a letter dated May 15, 1967, and ask 


you if you recoqnize that. 


A I don't recall having seen this before but it 


does remind me that one of the results from that attempted 


sale was to develop funds for this. 


Q It was to develop funds? 

A Yes. 

Q Is that Mrs. Arlinghaus' signature, do you know? 
A Yes, to my knowledge. 


MR. JENSEN: 


identification? 


exhibit. 


May we have these papers markcd for 


AM" CHS: I ask that it be marked Pepper 


(Defendant Pepper's Exhibit B marked for identi- 


fication.) 


MA'I ۱۳2۹۱1 [ 
COURT: Show 
O'KEEFE: IS 
COURT: It's 
O'KEEPE: HO 
٩۸۲۱۱۲۱۱۱ #۳۷ DISTRICT CO 


FOLEY ۲ 


LE to Mr. Jens 


en and Mr. 


this being offercd, Mr. 


being offered. 


objection, your Honor. 


At REPORTERS, US COL 


۱ | ۰ 


O'Keefe. 


Matthews? 


C 


tr 
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A Yes, this does look like something I did receive. 


MR. MATTHEWS: I will offer this letter in evi- 
dence, particular v with respect to the last two pages. 

THE COURT: Let's mark it for identification 
and show it to Mr. Jensen. 

(Defendant Pepper's Exhibit D marked for identi- 

fication.) 

MR. JENSEN: I have objection, your Honor; it's 
irrelevant and incompetent. 

THE COURT: May I see it, please? 

(Document handed to the Court.) 

THE COURT: Show it to Mr. O'Keefe. 

MR. O'KEEFE: I have an extra copy of it, your 
Honor. I don't have any objection. 

THE COURT: I may be received in evidence. 

(Defendant Pepper's Exhibit D for identification 


received in evidenco.) 


Q I take it, Mr. Arlinghaus, that you were a confidant 


of Mrs. Arlinghaus and always available for advice and 
guidance in connection with the affairs of your brother's 
estate? 

A Yes, insofar as she chose to confide in me. 


0 And she did that apparently quite freely and 
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2 | Q What did you know about that ono? 
3 A Only that they were an advertising agency and 
4 | they had a great deal to do with placing business, so to | 

I i 
5 | speak, for these commercials. | 

li 
6 | 0 You said that in answer to questions that Mr. f- 
7 | O'Keefe put, that thore was a consideration that and even t 
8 | Something in the words,looking toward borrowing money for | 

| 

9 | the estate. Was there ever a decision made as to whether | 

| | 
10 ۱ it should borrow prior to the 25th offer which was the 
1] ۱ first one to buy stock by Mrs. Arlinghaus? 

| | 
| A This is whcre wo left the Subject in our last 

i] 
13 | discussions in December "66, because if it became necessary 
l4 | we would try to find a source of credit to borrow that 

i | 
le ۱ money rather than to force a sale of the Stock. | 

| | 
16 ۱ Q That was your final decision before April 25th, | 
NM | 
zi Sir? 
18 | A That was tho temporary decision; I will put it 
19 | that way. I don't like the word "final." 
20 | 0) That was the most recent decision made before 

il 25, 1967, sir? 

ez A According to my recollection, yes. 
2 0 You said the $20 was a price that, as my notes 
24 | show it, that thov might accept. Do you recall giving that 
25 | answer to a auestion 

|i 

| 
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Was that opinion of yours based on an evaluation 


of the fair narket value of Teleservice, sir? 


No, Sir, I can't dignify it any moro than just 


a feeling that it was worth more than the $16 I thought at 


the time, 
offered. 


Q 


that was the put price; or the $15 that was 


Thank you. 


You mentioned that there were five 


or six other shareholders. 


Do you happen to 


percentage of shareholdings of these others, 


A 


major stockholders after the estate, 


think were relatively small holdings. 


Q 
A 
Q 
A 
Q 


children? 


A 


A 


Well, Mr. 


MacCallum and Mr. 


The estate h^ld 


The three children did, 


They wore 


There were 


Yes. 


Teleservice? 


۹ 


SOUTHERN 


in some 
toc} in 
í 
DISTRICT 4 ۱۱۱۱ ۱ 8۱۱۱۷ ۱۱۱۷ US 


Vote ۷ 


۳۸۱ ۲ 


ve 


stock, 


۳ 


Eberle 


and the 


right, sir? 


the three Arlinghaus 


6 ۷ ۱ 


recall the 


approximately? 


were fairly 


Q When you received Exhibit D, Mr. Arlinghaus, 
which is a letter to Mrs. Arlinghaus with copy to you from 
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Mr. Pepper, did you then have a conversation with Mrs. 


Arlinghaus about the contents of this letter? 
A I honestly can't recall one way or the other. 
I may have. I can't say yes or no, sir. 
Q Was there ever a time afte» December 21, 1966, where 


you and Mrs. Arlinghaus discussed alternative methods of 
raising funds to fund or pay the estate tax liability of | 
the estate of Frank Arlinghaus? 


A That was the main subject of meeting on 


December 28th that year. 


Q Of the same year? 

A Same year. 

Q One week later? | 
A Right, sir. | 
Q What I am asking you is: Was there anything 


between the 21st and the 28th? | 


I 
A I don't believe so, sir. 
8 Did you consider any alternatives that were not 
| 
sugyested in this letter? Mr. Pepper suggests either sell- | 
| 
ing stock, borrowing monev, declaring dividends, or a 


combination of all three of those methods. Did you sugqqest 


either a fourth or fifth alternative method? 
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A No, sir, the only alternatives I can recall 
considering were either a sale of the stock or borrowing 
or exercising the put against the corporations. 

Q This stock that we are talking about, Modern 
Teleservicó, was not listed stock, was it? 

A Oh, no, sir. 

2 This is just closely held stock and the stock- 
holders are those people we talked about before? 

A Yes, sir. 

Q And the idea of selling the stock, was that dis- 
cussed by you to Mrs. Arlinghaus prior to Mr. Pepper's 
advices of December 21, 1966? 

A Not explicitly. I can say we probably had it in 
mind as a possible alternative. 

Q When was tho first time after the death of your 
brother that you had a discussion with your sister-in-law 


about selling this stock? 


A I think there may have been some one or two minor 
discussions sometime in 1966 before this -- beforo these 
neqotiations c toward tho ond of tho voar. My impression 
ind I have te A E. my impression, now, some CA 
later, t { it hor my 15ter-in-làaw wa Ln no } 

no particular desire to find a huyer for th corporation. 
t was prosperi , 11 was doing well, and her cor ۱ 
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one might have concerns as a potential trustee was ultimately 
to find some way to diversify the trust's assets. 

Q Did she not come to you soor after your brother's 
death and ask you as her brother-in-.aw, what generally she 
ought to be doing? Didn't she solicit your advice? 

A To some extent, yes. 

Q Didn't she ask you what she should do with this 
company that her husband had loft? 

A The intention all along was that the two corpora- | 
tions which were quite viable corporations continue in | 


operation. 


| 

| 

| 

Q Did your siste:-in-law have any business | 
experience? | 
A Not to my knowledge, no. | 

Q Had she ever worked for the company? | 

A No, sir. | 

0 During your brother's life had she worked at all? | 

A Well, before they were married she was a physical | 


therapist. That was her profession. 
Oo Physical therapist? 
A Physical therapist, vos 
Q But after their marriage 


mother? 


A She was a housewife and mother but my recollection$ 
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are that my brother had created a capable set bf officers 
for the two corporations and they were able to continue 
running it. 

Q Did your sister-in-law tell you that too? 

A This vas the impression I had from the knowledge 
I had gained of them. She did not have to tell me that, 
sir. 

Q You knew this from your own association. Just 
one other thing now: Did your sister-in-law get advice 
from Milton Lewis? 


MR. JENSEN: Objection, your Honor. 


i 


THE COURT: I will let him answer the question, 


if he knows. 


A Perhaps. 

Q He was a long-time friend? 

A Of my brother's. 

Q Of your brother's, right. 

A But my sister-in-law and Mr. Lewis were not 


particularly close. 


MR. O'KEEFE: No further questions. 

THE COURT: Mr. Matthews? 

۱ MATTH No 

THE COURT: ALL right. 

ow, there h to com in end sometime, Mr J 
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your future in 
Well I am hesitating in that. I want to present 
it as nearly as I can recall,that because the war was over 


and the country was at peace for a time and because of the 
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the company at that point? | 


bonefits of visual education as experienced in 
1 


war cffort, 


churches 


| and development. 


tho potential future of tho distributor 


Such as Modern Talking Picture Service, these industrial, 
| educational, documentary-type of films to schools" and 


in the future was unlimited in growth, expansion, 


nd Mr. Arlinghaus was, at that timo 


, 


developing organizational strength by employing individuals 


grarm 


throughout 


gentlemen, 


as myself 


e4znericnce 


service. 


"Q 


of establishing company-owned divisions and offices 


۱ 
Doo! 


Did h 


Yes. 


the 


wore 


that had previous experience in business 


, 


gainod in activities performed while in 


e tell you what your position would be? 


lle Said that he vas in a development pro- 


country, and that I, along with two other 


being placed on payroll to he the new 
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of the corporation and responsible for its dev: lopment, 
growth, and success as a team," 
MR. JENSEN This reference I think counsel will 
agree is to Teleservice. 
Page 99, line 12: 
"Oo Did you evor hear a rumor that you wore supposed 
to have said that you would quit the company? 
"A Many, manv times. 
"0 Did you ever hear this rumor before the institu- 


tion of this lawsuit? 


"A Many, many times. 
"Q Will vou toll us of those times that you recall? 
"A I cannot recollect implicitly tho exact time or 


date that these rumors came to my attention. 


0 I understand. Just give us your present recollec 
tion about them. 
'"A Mr. Carl Lenz of Mc rn Talking Picture Service 


called me on the telephone and said, 'What is all this 


crap I have heard about your threatening to quit?' and T 


PES it, Rha epper bee talking again?' 
T) ou then that Pepper + Lenz's inf t 
"A y 
0 Mr. Lenz said that Pepper had told him that 


"A I did not ۱۷ that. 
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۳0 That was your assumption? | 

"A It had to come from Mr. Pepper. 

"9 Why? 

"A Decause he had been using it from time t» time 
as I obsorved and found out. 

"OQ When you say ‘he had been using it,' what do you 
mean by that? 

"A It came to mv attention that he was uSing this 


in conversations 


Lowis 


John 


W1 


"A Mr. Pepper, in a meeting 
Linsky, said, 'Can I use the threat of your quitting or 
resigning as pressure to accompany your t 


with Mr. 


, and Mrs. Rosalie Arlinghaus. 

"6 When did you first find that 

"A At the time the tender offer was 
ind me," 


MR. JENSEN: And reference 


to the $20 offer: 


1 grow as 


"Q0 Who told you that? 


ting and 


Clemens Arlinghaus, 


out? 


here 


in my office with John 


ender 


i15 meeting, anp 


the AY 


Mr. Milton 


presented by 


1 


I think counsel 


offer?' 


Ximately at least, 
۱1 ] n, T } 11 {í 
l1 245 1967 


I 
| 
| 111 
1 | fba "Ritenour" TX 109 
| 
| nee mule Û ۱ 
2 | "0 What was your responsibility? 
۱ 
I 
3 || "A I told Mr. Pepper that tho-^ was never :ny thought 
۱ 
| 
4 | in my mind, and that there was no intention on my part, to 
| 
5 attain an ownership in the corporation by threat or inf« 
6 || ence, that if I did not get my way, that I would quit, 
1 
7 | resign or leave. 
J 
1 
8 "0 Was Mr. Lipsky thera? 
9 "A Yes. 
1 
10 x "X Was anyone else there? 
11 "A No, Sif. 
2 "0 Your secretary? 
13 ^ No, sir 
14 0 Nhat did Mr. Lipsky have to say about this, if 
5 anything? 
16 "A He himself made the same stipulation to Mr. Pepper, 
7 and that under no circumstances was was Mr. Pepper in any 
18 way to uso such devious methods or assertions. 
19 MR. JENSEN: Page 109, line 22, it starts with 
20 an answer 
lohn Lipsky and T worded the letter 
۳4 I t in ( ۱ ill gröw 1 it 
/ rofor ( to t! April ^ 2194 lott fy 1 t 
24 M O'KETI That is Plaintiff ' r ibit 1? 
4 MI J ] ۲ ۲ t 
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line 13: 


"A 


Bonded to 


"Q 
"A 


"Oo 


matter on 


"A 
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MR. O'KEEFE: That is what I tind, Bonded ,ilm 


MR. JENSEN: Would you repeat that starting at 


There was never a formal written prc osal by 
us. It was merely a verbal feeling-out. 

It was an inquiry? 

Yes. 

Did you speak to Ross about the same subject 


later occasio. 


MR. NSEN : Page 136, this again refers to the 


conversation with Mr. Ross of Bonded, line 12: 


"Q 
him? 
"A 
mark. 
“۵ 
"A 
i ] 967 


Did you ever suggest a satisfactorv price to 


If I did, it would have been around the 3,000,000 


And when would ou have done that? 
y 


Sometime ^etween March 14, 1967 -- yes, Marci 
TT i 167 
' || wil? t 
1 
1 i 1 
۱ | thor | «il t { 
11 or È ( )hone? 
۱1 ا(‎ R T co 1 L RS $ 4 LER 
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purcl.ase of Te\eservice? 

"A No; sir. 

"Q Did they come back with an oral proposal or 
BUgTEsStion? 

"A To tne bost of my knowledge, they were not able 
or willing to consider the multiple of earnings figure 
which I believed a rightful and oroper price for the pur- 
chase or acquisition of Modern Teleservice. 

"Oo Multiple was it that you suggested to them would 
be fair? You are making some compucations on a yellow 
paid now. Do you recall the answer? 

"A To answer that question,I do not recall. 

"© Thank you. Did anything in writing pass between 
you and Novo about these matters at any time? 

"A No, sir. 

۳0 How about you and Bonded? 


"A No, Bir. 


°0 How about Teleservice and Novo? 

"A No, sir. 

"6 Teleservice and Poncded? 

"N Ho it 

'Q There 18 no writing that you know of which would 


reflect or hear on these negotiations? 
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"A An invitation by me to Mr. Mintz to join me. 
"Q You called him? 
"A Yes. 
"0 What did you tell him you wanted to talk to him 
about? 


"K To the best of my recollection, in my calling 


him on the telephone to arrange for a meeting, I wanted to 


get to know him personally, to become more familiar with 


his company and its operation and whether or not there was 


a possibility that he could be of aid, assistance and 


help in developinq prospective buyers or financing for the 


purpose of the company. 
ed I belicve you testified earlier that you wer 3 
not authorized to act in these matters. Did you tell Mr. 
Mintz that? 
"^N I was not speaking in behalf of the corporation. 
I was speaking in behalf of myscif personally." 
MR. JENSEN: Page 165, linc 16, skipoing tho 


first three words: 


) You were telling us about a meeting with Mr. 
Mintz. You wot! 1 to pinpoint the date of that mectina 
at the last session. Can you do so now? 
"A I don' know. I didn't know that I was asked 
t pinpoint it. The date I have here in my notes is Octob 
۱ ۷۲۱111 ۴۸ DIST RICE COURT REPORTERS, US COUR ILI 
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19, 1966, meeting with S. Mintz of Previews, Inc. 
MR. JENSEN: Page 170, line 4: | 
"Q Did you report to her" -- meaning Mrs. Arlinghaus-- 
"on your conversation with Mr. Mintz? 
"A I never reported directly to Mrs. Arlinghaus. I 
worked through Mr. Pepper, her representative. 
"OQ Did you report to Mr. Pepper about your first 
meeting with Mr. Mintz? 
TN To the best of my recollection, Mr. Pepper knew 
of my meeting. 
"d What was the source of Mr. Pepner's information 


about your meeting with Mr. Mintz? 


"A I don't understand your question. 

od To clarify it on the record so that we understar 
| 
I 

cach other. 

"A I told Mr. Pepper about it. 

"o When did you tell him? 

"A Presumably, prior to October 19, 1966. 

"O Did you report to him what had transpired? 

۱ 4 rove ۱ 1 
"( 1) 1] ۷ $ rid ۲ t cur that 
onversatiron? 
"A I lon 1 r ( wE 
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"Q Did you ever talk to Mrs. Arlinghaus about Mr. 
Mintz at any time? e 


rA Not to my recollection. 


99 Did you ever talk to Mrs. Arlinchaus about 


Previews at any time? 


gl Not to my recollection. 
"Q Same questions wita respect to Clem Arlinghaus. 


"A To the best of my recollecticn, Mr. Clem Arling- 


haus was knowledgeable of it as a director of the corpora- 


tion, and the information pertaining to Previews, Inc. and 


their fees and business arrangements were brought to the 


attention of the board of directors. 


"o When was that done? | 
"A To the best of my recollection at a December 

board of directors' meeting on December 12, 1966. | 
"Q Do you have anything that might aid you in firming 


up your recollection in that respect? 


"A I do not. 
'(O Is there any mention of it in the meeting minutes? 
"A Not in the minutes of the meeting. These matters | 
| 
were not always included in th unutes of the board, | 
they could have been prior to tho call of meeting or after 
i 
adjournment." | 
| 
| 
| 
| 
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"Q Anything orally? 

"A Yes. 

"o What were the modifications? 

"A That the authorization not to exceed $1,000,000 
was increased, whereby the tender offer was made to the 
stockholders at $20 a share. 

"o Which paragraph of the letter are you referring 
to? 

"A The third paragraph. 

ro Were any of the other provisions of the agreement 
modified? 

"AC NS" | 

| 
MR. JENSEN: Page 262, line 15: 

"0 Do you recall cither precisely or approximately 
when Mr. Pepper first talked to you about the possibility 
of his acquiring stock in Teleservice? 

"A During the time John and I were developing a 
program whereby we would propose to the stockholders that 
we purchase individually 15 percent of their holdings. 

‘0 Is it correct to say then that his first expression 
of such interest to you came after June 9, 1967? 

"A ilo. He had expressed interest in acquiring stock 

even during Mr. Arlinghaus' lifetime, but until the buy- 


back agreement expired there was no way in which he could 
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| 
| 2 I 
2 | have acquired stock. 
| 
3 | "Q Did he talk to you about the possibility of his 
I 
| 
| N ۱ è 
4 ۱ acquiring stock at any time between April 24th and June 
5 || 9th? | 
| | 
6 | "A Between April -- | 
7 | "Q 1967? | 
۱ | 
|| 
8 | 2 No, sir. | 
| | 
3 | "0 Do you recall what Mr. Pepper said to you when 
| t 7 
۱ | 
l0 | he first brought up the possibility of his purchasing stock 
i | 
1 | 
11 | after June 9, 1967? | 
| | 
۰ ۰ I 
12 il "A When the program, as outlined in the letter of 
f 
- | 
13 June 30th, was being finalized, Mr. Pepper, at a meeting 
| 
M | with Mr. Lipsky and myself, asked if we had any objection 
۱ l 
| | 
۱ ۱ T i ; | 
15 ll to his making an offer to the stockholders in conjunction | 
16 with the offer that John and I were making, and, to the 
| 
ES best of my recollection, my answer to Mr. Penner was that 
| 
18 John and I were making an offer to pay 15 percent of each 
9 | TT Éi ۱ ۱ 
19 | stockholder's position, and if he made an offer it would 
20 ۱ be purely his and that we saw no ohjection. | 
| 
21 "© Are vou saying that he was not to take over any | 
A ۱ ۱ : | 
E rt of the shares that you were thinkina of buying, and 
9 . 
m that if you wantod to buy additional shares, it would have 
2 1 
“A t be over and above that 15 percent? 
95 || ; 
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"Oo Was 15 percent the first proportion that you 


discussed after June 9? 


"A Yes, sir. 
"0 It was increased, was it not, at one point? 


"A No, Sir. 15 percent for Lipsky; 15 percent for 


"o For a total of 30 percent between vou? 
"a Yes. And Mr. Pepper offered to buy 10 percent, 
and I did not, personally, buy 30 percont or 40 percent | 
and then resell back to Lipsky or Pepper their percent. 
"0 I understood you to say that this proposal by 


Pepper was made after the plan to you and Mr. Lipsky had 


bcon -- 


"A No, sir, it was made simultancously with ours. 
I 


"0 I understand that the offer was made simultancously|. 
I understood you to say that Pepper's proposal to you and 
Lipsky or, shall we say, his inquiry as to whether you 
would have any objection if he wore to join you, came after 
you had formulated thc 30 percent proposal; is that correct? 

"A Well, it had to follow our advising Mr. Pepper 
that individually John and I would cach offer to buy 15 
percent of cach of the shareholder's positions. 

"Oo After the formulation of yours and Mr. Lipsky's 


proposals to pay between vou 30 percent, did you advise 
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Mrs. Arlinghaus that you were contemplating buying that 


percentage? 


"A What percentagc, the 15? 


"0 The 39 percent between the two of you. | 
"A I did not advise -- oh, between us? 

"n Yes. | 
"A I do not recall that I spoke with ‘Irs. Arlinghaus 


personally prior to her receiving this letter from Mr. 
Pepper." 
MR. JENSEN: The reference here I think counsel 


will agree is to a lettcr dated June 30, 1967. 


MR. O'KEEFE: Is it an exhibit? 

MR. JENSEN: It has not been made an exhibit yet, 
I believe. We might do it now. I think that is a good | 
suggestion. | 

(Pause.) 

MR. JENSEN: The $10 purchase was evidenced bv 
four writings, your Illonor, and I think it would be a good 
idea to put them all in evidence now. They are a lettor 
to Mrs. Arlinghaus as executrix from Mr. Pepper, dated 
June 30, 1967; a letter to Mrs. Arlinghaus from Mr. Pepner 
dated June 30, 1967, that is addressed to her in her 
individual canacity; a letter dated July 1, 1967 from Mr. 


tenour to Mrs. Arlinghaus as executrix; and a letter from 
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Mr. Ritenour to Mrs. Arlinghaus individually, dated July 
l, 1967. I would offer all four of thom. 
MR. O'KEEFE: What was the last one. 
(Documents handed to Mr. O'Keefe and Mr. 
Matthews.) 

! MATTHEUS: I object on the ground that these 
do not throw any light on the issues raised in this liti- 
gation. 

THE COURT: Let me sce them. 

(Documents handed to the Court.) 

THE COURT: Overruled. They may be reccived. 
You have secn these letters before, haven't you, Mr. 
Matthews? 

MR. MATTHEWS: Oh, yes, Sir. 

THE COURT: What takes you so long tc aet you to 
make a statement for the record? 

MR. MATTHEWS: They are not in the same form as 
the copies I had and I want to be sure they were the same 
letters. 

((Plaintiff's Exhibits 6, 7, 8 and 9 for identi- 

fication received in evidence.) 


THE CLERK: Plaintiff's Exhibit 6 is the letter 


to Mrs. Arlinqhaus of June 30th, as executrix. Plaintiff's 


Exhibit 7 is individually to Mrs. Arlinghaus. Piaintiff'"s 
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Exhibit 8 is individually to Mrs. Arlinghaus on July 1, 
and Plaintiff's Exhibit 9 is the letter of July 1 to her as 
executrix. 

THE COURT: All right. Mr. Jensen, let's go. 

MR. JENSEN: Yes, sir. 

Line 14, continuing on same page, 265. Let's 
Start with the answer on ll: 

"A I do not recall that I spoke witk Mrs. Arlinahaus 
personally prior to her receiving this letter from Mr. 
Pepper. 

"0 To the best of your knowledge was there ever a 
30-percent proposal submitted to Mrs. Arlinghaus by anyone? 

7 Not to my knowledge. 

MR. JENSEN: Page 268, line 23 is an answer: 

"A I recall that the price formula was a suggestion 
by Mr. Pepper." 

MR. JENSEN: The reference here is the $10 


price formula. 


"O Do you recall either precisely or approximately 


9th or closer to June 30th? 


T cannot tell vou. 
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"O0 Did he have it written down when he proposed it 
to you? 

"A I do not recall. 

"0 Was Lipsky there when he proposed it to you? 

"A Yes." 

MR. JENSEN: Page 315, line 24: 

"(0 Under the letter agreement, Mr. Pepper was to 
buy shares for his wife at $10 also. To your knowledge 
did ltr. Pepper ever tell anyone that he thought himself 


justified in buying at $10 as distinguished 


price which the rest of the shares would have to br 


because he had rendered some service which was wort 


difference? 


"A I do not have any knowledge whatsoever wh 
said hetween he and the stockholders and his being 
to acquire stock from them individually." 

MR. MATTHEWS: May I check on that? That 
page what. 
MR. JENSEN 316 
MR MATTHEWS : All right 
1 ( he ever say something / that effect 


your knowledqe? 


r 


2. Lene 93 
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"Q Who drafted the initial draft of the Fuqua 
contract? 

"A I don't know. 

"Q Do you know whether Mr. Pepper did? 

"A I know that he did not. 

"(0 Do you know whether Mr. Pepper drafted any draft 
o* the Fuqua contract?" 

MR. BLADES: There is a correction in this. The 

original read: "Being on the buyer's side." It now reads: 


"Being on the seller's side, it would not be his responsi- 


bility." 
MR. JENSEN: Mr. O'Keefe said, "Answer the 
question. Do you knew? 
"A No. 
"Q Your answer is a little ambiguous. My question 


was do you know whether Mr. Pepper drafted any draft of 
the Fuqua contract? Is it your answer that you don't know 


or is your answer that he didn't? 


a Ho did not." 
JENSEN: [ am offering now into evidence the 
telegram which I believe Mr. O'Keefe has the original of 


which was marked Plaintiff's Exhibit 43 for identification 


during Mr. Ritenour's deposition which came from his files. 
MR. MATTIIT I object t E it does not 
^ 
ta 
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| ۳ $ ۳ 
2 | relate to or throw light upon any of the issues in this 
| 
3 case. 
4 | MR. JENSEN: Your Honor, let me read into the 
5 || record with respect to that exhibit the point in Mr. Riten- 
6 | our's deposition where it was introduced, page 238, line 
|! 
7 | 15: 
8 | "0 Did any written communications pass betwecn any 
l 
9 ۱ members of the syndicate, to your knowledge, during this 
| 
I 
10 | period of time? 
| 
11 | "A I hand you a telegram, copy of a message by 
12 l telegram I received from Mr. Stat on June 6th." 
I 
13 THE COURT: I am going to receive it over the 
| 
| 
M | objection of Mr. Matthews. 
| 
15 | (Plaintiff's Exhibit 10 for identification 
16 received in evidence.) 
17 MR. JENSEN: I have finished my readings from 
18 | Mr. Ritenour's deposition. 
19 Mr. Pepper's deposition was taken on January 30, 
20 || 1969. It was siqned by him I see on January 25, 1974. 
21 It was not handed back to me aqain until yesterday. I 
= have marked most of the passages I want to read. I would 
3 like to read those now and then clean up later on if I 
2A || may, your Honor. Last night I just didn't have a chance 
^f. | 
29 || to finish going through it. 
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would like while we are 
to spread on the record 


deposition. I think it 


"Ritenour" 
still with the Ritenour deposition, 
just a few things from the Ritenour 


would be a little more orderly, 


and then we can procced to the Pepper. 
MR. JENSEN: It won't be a part of my case, of 
course, your Honor. but that is*understood, I take it. 


THE COURT: Sure. There is no problem. 


MR. JENSEN: So if this is a more orderly way 


to proceed I have no objection. 


THE COURT: All right. 

‘MR. O'KEEFE: About six pages. 

THE COURT: All right. 

MR. O'KEEFE: Would you turn to page 216 of 


Ritenour deposition,if you don't mind my using you as 


| 
3 
s 


proxy? 
MR. BLADES: ilo. 
MR. O'KEEPE: Pace 216, line 6: 
"Q Will you give us, please, your best recollection 
of what transpired at the luncheon mecting on May 10? Maybe! 
| 
you should tell us first who was there. | 
"A At the luncheon meeting on May 10, 1967, there | 
| 
r present Mr: Arlinghans, Mr. Clem Arlinahaus, Mr. | 
Pepper, Mr. Lipsky, and myself. The purpose of the luncheon 


to explain and to give our feeling as t the 
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tender offer, the results it would hopefully obtain, the 
clarification of rumors and gossip which John and I had 
heard about as to our threatening to quit if the tender 
offer were not accepted, and to discuss the possibility and 
likelihood of the tender offer being increased over $15. 

"Q You said that that was the purpose of the meeting. 
Now tell us please vhat was said at the meeting according 
to your best recollection. Let me ask you first: Did you 
speak for the two of you, or did Mr. Lipsky speak for the 
two id udi at that meeting? 

^A I spoke for myself and Mr. Lipsky spoke for him- 
self, and we answered any questions placed with us by those 
present. 

"Q Who spoke first of the two of vou? 

"A I cannot recall. 

"Q Can you recall what you said yourself about the 
tender cffer and the other matters that you mentioned? 

"A No, I cannot recall word for word. 


"6 I understand that. 


"A We gave our -- I am sorry, I gave my complete 
background history of my employment with Modern Talking 
jcture Service and, subsequently, Modern Teleservice. My 
understanding of the many, many conversations Mr. Arlinghaus | 
and T had about Modern Teleservice, its status, its position, 
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its future, its desires, and my understanding of then 
position as far as a stockholder under the arrangement of 
buying stock through Mr. Arlinghaus' efforts; and what it 
would mean in the evont of the demise of anv of the then- | 
existing stockholders in accordance with the existing buy- 
back agreement, and that, because events occurring after 
Mr. Arlinghaus'death, that the concept was entirely different, 


and that the best possible way that I could accomolish my | 


desires of becoming a larger control position in the 
corporation would be by accomplishing it through the tender | 
offer; and then I, in so many words, stated to Mrs. Arling- 
haus most directly and to those others in attendance, + 
I wanted once and for all their full understanding that 


regardless of the rumors and gossip that was prevalent 


that I in no way was threatening nor placing undue pressure 
; , | 
on anyone to accept this offer or I would quit or leave 
I 
| 
the company. 
"0 Did you mention Mr. Pepper as a source of the 


rumor? 


T do not recall and I believe I didn't. 


Did Mr. Pepper sav anvthing about the rumor 


during that conference? 


'A lo not recall. | 
"O Have you given us the substance of what you said? | 
| 
| 
| 
| 
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| 
| 
2 "A Yes. | 
3 ۳ What did Mr. Lipsky say? | 
: | 
4 "A Basically, the same as I did, only in his own | 
5 words, and his understanding of our original purpose and | 
6 | rcason for acquiring stock as quickly as we were financially 
7 | able to do so during the life of Mr. Arlinghaus. | 
li | 
8 | "Q Did Mr. Lipsky refer also to conversations with 
| | 
9 | Mr. Arlinghaus? | 
f | 
| | 
10 || SN Yes. | 
| 
11 | "9 Were they the same conversations that you had or 
I 
12 | were they conversations between the two of them? 
13 | "A They had conversations where I was not »resent. 
b | | 
| d; T | 
14 | Q Did Mr. Lipsky comment on the rumors? 
15 | "A Yes. | 
| 
1 | 
16 | "Q What did Mr. Lipsky say about them? | 
17 "A Exactly as I did. 
18 "Q Did Mr. Lipsky designate Mr. Pepper as a source 
19 of the rumors? 
i | 
20 "A I do not recall. 
2 d^ At that time, did you know that Mr. Pepper was 
22 th Te) of thc rumors? 
23 3 1 don't know that I ever know that ho wa t C 
24 | source. 
25 | "() Did you have any information that ho was at that 
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time? 

"A No, sir. 

"Q When did that first come to your attention? 

"A I do not recall." 

MR. O'KEEFE: Please go to page 220, line 7: 

"o It is a fact though, Mr. Ritenour, that at one 
time you confronted Mr. Pepper with this rumor, isn't it? 

"A Yes. 

"0 Did he deny having said such a thing when you 


did that? 


"A I do not recall. 
"0 Did Mr. Arlinghaus speak at that mceting? 
"K I am quite sure that he did. I do not recall 


specifically what part of the conversation he entered into. 
"6 You have no recollection? 
" And to the best of my recollection, he took --" 
MR. JENSEN: Objection, incompetent. What comes 
after that, I move to strike it. 
THE COURT: I haven't heard it so I can't toll 
ther it should be struck or not. 


MR. JENSEN: Ho started in by quoting or relating 


hat Mr. Arlinghaus was saying at the meeting. 


don't vou read the testimony and s: 
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MR. JENSEN: That's right, he is not quoting. I 
am Sorry, but he is relating according to the late Mr. 
Arlinghaus, he said. 

MR. O'KEEFE: Will you take the answer subject? 

THE COURT: Is that the substance of it, what 
Mr. Arlinghaus said? 

MR. O'KEEFE: It's the position he took, not 
vhat he said. 

THE COURT: Let me listen to it. 

MR. O'KEEFE: Would you read the answer start- 
ing on 17, please, line 17? 

"A And to the best of my recollection he took a 
very middle-of-the-road position in that he was there to 
listen and find out what he could so thàt he could 


undoubtedly better counsel his sister-in-law." 


MR. JENSEN: I move to strike that as incompetent. 


MR. O'KEEFE: May I just put in the next question 


and answor? 
THE COURT: He is present there. I think he can 
answor that. It's overruled. 
MR. O'KEEPE: 
"5 That's what ho said? 
"A Ho, he didn't say that. I said this is the 


position he took during the luncheon. 
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MR. JENSEN: Same objection, your Honor, incom- 
petent. 
THE COURT: Same ruling. 
MR. JENSEN: I would like to have Mr. O'Keefe 
finish the thought and read on. 
MR. O'KEEFE: I am not finished. 
"0 Are you talking now about something said by him 
during the luncheon? 
"A No. I do not recall exactly anything that Mr. 


Arlinghaus said during the luncheon. 


0 Do you recall in substance what he said? 
A I do not, no. 
"0 How about Mrs. Arlinghaus? What did she say 


during the luncheon about the tender offer or the other 
matters that you mentioned? 

"A To the best of my recollection, she listened 
very intentlv to what I said and to the information that 


I expressed and offered no final attitude or comments. 


xdv Did she offer some non-final comments, to use 
J own te rin? 
"A Ho, to the best of my recollection. I believe 


that to the best of my recollection, the reasons for the 
tender offer being made by John and me 


, and our statement 


about that there was never any intent of threat or pressure 
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was of vital importance to those present, but their main 


purpose of having the meeting with John and me was to 


explore the possibility of increasing the tender offer over 


the $15 price as originally offered. 


"Q Did Mrs. Arlinghaus comment on the rumors? 


"A Not to my recollection. 


"Q Did she have a response to your explanation of 


the rumors? 


"A Not to my ۵6۵ an. 


"0 Did Mr. Arlinghaus, 


"A I really do not recall. 


"Oo Did Mr. Pepper? 


"A No. 


for that matter? 


"0 Did Mr. Pepper participate in the conversation 


about these matters, meaning the tender offer, 


rumors? 


and the 


"A Well, I would have to say that in a meeting of 


this type, that all the persons in attendance at one time 


or another mado a commen: 


recall specifically what one person 


'Q I am not surprised, Mr. 


asking for specifics. 


tion now of what Mr. 


tion. 


T am asking 


said 


for your 


Pepper contributed 


or a statement, 


at 


Ritenour. 


to 


one 


but I cannot 


time. 


I am not 


bost 


that 
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"A I don't know vhat he contributed. 
"o You have no recollection of anything said by 
Pepper during the Luncheon Club conference? 
"A Ho, I don't." 
MR. O'KEEFE: That is the portion I wanted to 
have read in, your llonor. Your llonor, we have spread a 
number of things on the record. I think it would be and 
I move to deem the entire deposition of Ritenour as an 
exhibit. I don't think it necessary to encumber the record 
but I think it ought to all be marked. I don't know where 
the original is. It was furnished to Mr. Jensen. 
MR. JENSEN: Yes, we have it. I don't mind mark- 
ing it. You are asking to mark it for identification? 
MR. O'KEEFE: No, I am asking to put it in as an 
exhibit. 
MR. JENSEN: I would have, I am sure, numerous 


objections to matters in it, your Honor, and it would take 


a long *ime for me to go through it and make my objections.I 


don't th ink that is a feasible or practical suggestion. It isn't 


۱ 


any part of my case anyvay. Mr. Ritenour is ۰ IE Mr. 
O'Keefe wants his testimony in his case, in defendants ' 


case, I think he should call Mr, Ritenour. 


MR. O'KEEFE: Your Honor, the rulc providos that 
the denosition can be road by any party. 
SOUTHERN DISTRICI COURT REPORTERS. U.S. ۱ 


FOLEY ۱۲۲,۸۷۱ NEW Yo) NY "np ۰ 


Al35 
mb 1m **> epper" 148 
Page 4, line 10: 

"Q Have you been licensed to practice law in any 
other state or district? 

"A What do you mean by 'district'? 

"Q The District of Columbia, Mr. Pepper. 

"A Oh, no." 

Page 7, line 19: 

"Q Do ycu know when Mr. DeWitt met Mr. Arlinghaus 
precisely or approximately for the first time?" -- and the 
reference here, your Honor, is to Mr. Benjamin DeWitt 
/ho was the senior member of Mr. Pepper's firm. 


"A In about tho late '20s or early 1930s. 


"0 At first did Mr. DeWitt do all of the work that | 


"A No. 
" From the outset you did Part of it? 
"A I think I did substantially all. 


was done by the firm for Mr. Arlinghaus? 
"(0 Of Mr. Arlinghaus' work? | 

| 

"A Yes." | 
Page 14, line 24: | 

"Oo Was the firm of DeWitt, Pepper & Howell ever | 

| 
retained to act as counso)] for Teleservice? | 
| 

| 

I 


"" When did that first happon? 
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At the inception of the corporation. 


Was that in 1956? 
Yes." 


Page 19, line 18: 


149 


When you became the attorney for the estate of 


Arlinghaus upon the death of Mr. DeWitt was a 


retainer entered into? 


No retainer was entered into in writing. 


Was an oral retainer made? 


No. 


How did you come to be retained then? 


I continued doing what I had done theretoforo. 


Did you file or cause to be filed ir 


become the attorney for the estate? 


۱ 


estate? 


Mr. 


the Surrocgate's& 


Did you retain in Jersey counsel to act for the 
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promp*ly. 
"Q Yes, now my question was whether wnile this 


agreement was pending you had an expectation of realizing 
something from it? 

"A I had a hope." 

Page 160, line 16: 
"Q There came a time in June when Messrs. Ritenour 


and Lipsky proposed to buy Teleservice stock at $10 a 


share, is that right? 


"A Yes. 

"0 When was that? 

"A Before June 30th. 

"Q Do you recall the date when you first heard of such 


an offer or proposed offer? 

"A NO. 

"OQ Do you recall the occasion whon you first dis- 
cussed it or talked to anyone about it? 

“A NO. 

"40 When did you first hear of the tender offer as 


ir AS your present recollaction is concerned? 


Was it in a conversation w th someone? 
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would be one of the purchasers? 

"A Correct. 

"o And from the outset was it thought that Mr. 
Lipsky would be another? 

A Yes. 

'Q And from the outset it was the thoudht that Mrs. 
Pepper would be the third purchaser? 

"A Right. 

۳ When was the proposal first made that Mrs. Pepper 


should become a purchaser? 


TA The exact time? I can't answer. 
"() It was made by you, I taxe it? 
'"A Weil, it was an investment opportunity which I 


declined and I suggested that my wife would take it. 
"0 How was the investment opportunity made to you, 
Mr. Pepper? 


"A In the course of discussions with Messrs. Ritenour 


and Lipsky. 


"8 Who made it available to you? 
^ Those two gentlemen 

Q At your suggestion? 

"A i 


What did they say when they made it available 
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"A Mr. Ritenour statod that he was having difficulty 


in getting up enough money to purchase the Stock, that 
Mr. Lipsky had to be assisted by him, and that he was also 
concerned about paying for services in connection with tho 
Sale of Modern Teleservice assets. 

"0 At that point you were talking about a 40-nercent 
purchase, were you not? 

"A Defore that conversation. 

"Q Before that conversation you were talking in 
terms of a 40-percent purchase? 


" Dy Ritenour acting on behalf of his wife and 


0 Mr. Ritenour told you he couldn't get up the 
money to buy 40 percent? 

'A Correct. 

"0 Did he ever propose to buy 30 percent? 

TA Well, he did buy 30 percent wath Lipsky. 

"Oo Did he ever propose a purchase of 30 percent 
fr t! sellers? 

tht [ ۳ 66۲۱۲ or your wif Hg, Ai 

you ] Pe cr? 

A Ye ۹ 


I take it that Mr. Ritenour could raisc tho 
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2 percent but not the additional 10 percent to make 40? 

3 | "A That's correct. | 
4 | "O0 Did you ever Propose that Mr. Ritenour ¿imit his 

5 purchase to 30 Dercent? 

6 A No," 

7 MR. JENSEN: That is as far as I got in my m rk- 

8 ing. I may have to add a few pages later on. 


9 THE COURT: All right. 


10 MR. JENSEN: May I have a few Minutes to qo and 

11 locate Mrs. Arlinghaus? ۱ 
9 mor " m ۰ 

12 THE COURT: Sure 


14 MR. JENSEN: I vould like to have Mrs. Arlinghaus 
15 take tho SLand, your Honor. 
16 MR. MATTHEWS: May I before leaving Mr. Pepper's 
1 testimony, offer the entire testimony in evidence as an 
18 exhibit. The original volume is here. 
19 MR. JENSEN: Would your Honor like to do it on tho | 
20 same basis we lid with Mr. Ritenour? 
| M Ul LAK do it th ۱ i | 
2 "tt ha ortunit to ine it li put in hi 
“as ns s I taking it as an 6 Mbit with thi roviso 
“A that at the ! of the trial he may furnish 1 with such 
25 obj tior ۱ UN ۱ 
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MR. MATTHEWS: Entirely satisfactory. 


3 MR. O'KEEFE: I have no objection. 
4 THE COURT: All right. 
5 (Defendant Pepper's Exhibit F for identification 
^ € receíved in evidence.) 
7 | ROSALIIS M. A RLINGHAU SS, the plaintiff 
8 | called as a witness in her own behalf, boing first 
9 duly sworn, testified as follows: | 
10 DIRECT EXAMINATION | 
' 1 | BY MR. JENSEN: | 
۱ 12 | 0 Frank Arlinghaus was your husband? | 
13 | A Yes, sir. | 
14 Q When were you married? | 
$ 
15 A In June, 1942. | 
4 16 Q Do you remember the date? | 
\ 17 | A The 13th of June. | 
: 18 | Q You became the executrix of Mr. Arlinghaus' wili 
0 19 | upon Mr. Arlinghaus' death? 
20 | A ves, Sir 
21 0 Who was the attorney for the estate? | 
22 | A The firm of Devitt, Pepper & Howell. | 
23 | Q Who in the firm did the actual work for the estate? 
2A | A Mr. Sidney Pepper. | 
25 | 0 For how long did Mr. Pepper continue as attorney | 
۱ | | 
| | 
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A Until the 2lst of May, 
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1968. 


490 | 


3 
0 What hapnened at that time? | 
| 
^ I dismissed Mr. Popper. 
Q During this period of time from vour husband's 
4 
Aeath until May 1968, was Mr. Pepper also your personal 
| 
attornoy? | 
f 
| 
A Yes, sir. | 
9 Did you have any other attorney at any time 
during that period for legal advice? 
A No, Sir | 
O Did you place trust and confidence in Mr. Pepper 
throughout this period? | 9 
Pw" 
A Yes, sir. | ^S 
| ‘ 
| 
Q Approximately when did you ston doing so? | 


A In May, about the 21st, 1968. 
Q Do you know whether Mr. Pepper was the attorney 
tor Teleservice? | 

L| 
| 

A I recall he was 
I 

O And knew it at the time? 

A Yos, sir 

Moro vou 011 1 f evor an m lovee |f Toleservicco? 
^ No sir 
( Oy in of fi ۱ rt 'Jeservico: 
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they were in? 
A Teleservice was in the distribution of TV films 


to radio stations, I believe. 
0 You meant Burnett. Do vou know what Burnett's 


business was and what Teleservice did for Burnett? 


A No; Sir. 

Q How did you spend your time after your husband's 
death? 

A Runninc my home, and my three young children. 

9 Was that all you did? Were you engaged in any 


kind of employment? 
^ I did some volunteer work at the Medical Center 
in Long Branch, New Jersey in the field of rehabilitation 


and physical gcience. 


Q Was this a full-time job? 
A No, that was part time. 
Q What background did you have,to do that kind of 
work? 
A M.A. graduate from Boston University in Rehahil 
tation and Physical Therapy 
I5 that the name of your degree? 
\ "ly degree is in education with a major in phys} 
theranyv 
) When did you graduate from Boston Universitv? 
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A Yes, sir. 

Q Did you know that the stock was subject to a 
Voting Trust Agreement? 

A I recall that title. 

Q Do you know the provisions of the agreen2nt, what 
it provided for? 

A I don't recall. 

Q Do you know what a Voting Trust Agreement is? 

A No, I don't. 

Q Did you sign this one? Do you know whether you 
siqnec that agreement? 

A Well, if I was supposed to have signed it, I 


guess I would have been directed to sign it. 
Q You have no recollection then. All right. I 


draw your attention to the time in April of 1967 when Mr. 


Ritenour made a proposition to you to buy stock, Teleservice 


stock, Teleservice stock from you, and I ask you whether 
prior to that offer -- and I think I should give you the 


letter which I am talking about -- Exhibit 1. Please take 


f you. It's dated April 25, 1967, right? 


this in front of 


0 ask you whether, prior to that time, you recall 


having formed any intention, having decided or formed an 


intention to sell any nart of your Teleservice stock. 
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MR. O'KEEFE: Objection, your Honor. 
THE COURT: I will sustain it. 
MR. O'KEEFE: Excuse me. 
THE COURT: I sustained it. 
Q Had you? ۴ 


THE COURT: I must say, Mr. O'Keefe, though, 


my hearing becomes difficult when you don't rise 


to object. 
MR. O'KEEFE: I am sorry. 
THE COURT: All right. Go ahead, Mr. Jensen. ` 
Q Do you recall having any discussions with any- 


body prior to that time about whether the estate's Teleser- 
vice stock should be sold? 

A I don't recall. 

0 Will you tell us, do you recall, looking at the 
letter, whether you saw or received that letter? 


A I recall I did. | 


| 
Q And did you see it at or about the time that ít 

was written? | 

A Yes. | 

| 


Q Vhom did you speak with about the letter when 


you Saw it? 
A Mr. Pepper. 


0 Would vou tell us your best recollection as to | 
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what Mr. Pepper said to you when you spoke to him about 
this le:ter? 

A Well, Mr. Pepper informed me that Mr. Ritenour 
and Mr. Lipsky wore very desirous of acquiring stock, and 
if they didn't, they would leave; and with them would go 


their pertinent accounts and I'd be left with ۵ ۰ 


Q Did he tell you anything about their intention 
in that respoct? 

A That they would leave; thoy were not under con- 
tract. 


MR. JENSEN: Your Honor, for your information I 


would like to have the witness use her deposition to refresh 


her recollection. She was denosed in 1969. 

MR. O'KEEFE: No indication that she needs her 
recollection refreshed. 

MR. JENSEN: I think she is entitled to use any- 
thing that might refresh her recollection. 

THE COURT: Only if it's shown that she has no 
recollection. 


MR. JEHSEI: All right. 


Do you recall anything more of that conversation, 
Mrs Arlinghaus? 
A Following this, the receipt of this letter, a 


luncheon was set up 
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Q Yes, but I am really directinc your attontion now 


to the conversation with lir. Pepper, and I am asking you 
whether you recall anything more of that conversation. 

A No, I don't recall. 

Q Ail right. 

MR. JENSEN: At this point I ask that the witness 
be permitted to refresh her recollection with her deposi- 
tion, to see whether she can recall anything more about 
that conversation. P d 

THE COURT: Mr. O'Keefe? 

MR. MATTHEWS: Mr. Jensen, can you speak just a 
little bit louder? I can't hear what you say. 

MR. JENSEN: All £ight. 

MR. MATTHEWS: Could I have that last question 


read back. 


9 Mrs. Arlinghaus, do vou recall being deposed in 
1969 about these matters? 

A Excuse me? | 

0 Do you recall testifying about these matters on 


a deposition in 1969? bo you recall Mr. Rosen asking you 


questions at a deposition? 
A I'd have to refresh my memory. 
9 There is a copy of the deposition next to you 


TI); COURT: All right you may refresh youn 
, 1 ? 
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recollection. 


| Q Would you please -- 
I 


THE COURT: Do you understand what we are talking 
about when we say "refresh your recollection"? You are to 
read that statement, and then, not read it to your counsel 
as an answer. If it refreshes your recollection, fine. If 
it doesn't refresh your recollection, fine, also; but you 
are not to read that answer to Mr. Jensen. 

TUE WITNESS: All right. 

Q Would you please locate in that deposition tho 
conversation that you had with Mr. Pepper about these 


matters? 


A May I ask for a page or -- ۹ 
| 8 Maybe it would he faster if I find the page. 
TUE COURT: I think you ought to help her. 
9 Mrs. Arlinghaus, will you read the testimony 


106600 at paqe 33 and sce whether that refreshes your 


recollection as to the conversation with 


THE COURT: Noes it refresh your recollection? 
() Mr Arlinghaus, 1't read from tho d sition 
۱ it IE 31 ide, ar tel us how h you nov re Ct 
ibout it 
^ Y« » BLE 
0 All right. Will you tell us whether you remember 
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anything more about that conversation with Mr. Pepper now? 
A That they wanted stock and they would take 


accounts with them and that was the demand that was made 


Q By whom? 
A By Mr. Ritenour and Mr. Pepper and Mr. Lipsky. 


Q When you were told that they wanted to do this 


J 


did vou meet 


DL I HP 1 ۰ 
MR. O'KEEFE: Objection. 
E COURT Overruled. 
Did fr. Pepner ever talk t rou about tha 
ject matter later on? 


A There was a meeting regarding this. 


Q I want you to tell about that meeting hut bofore 
we qot to that, please tell me whether Mr. Pepper ever 
again came hack to this subject matter of what Mr. Ritonour 


and Lipsky would do after that first conversation vou had. 


We] P EY 4 lv told r É that th. m 1 l P 
1 4 1 ‘ t-j + ۱ ( int 22 i ۱ jr t int ۱ 
th thor ۱ "qoa v left ith wallp er Or EF] Wind 
‘chine 
) | 1 anyone use those expressions to vou? 
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A Yes. 


0 Who did? 


A Mr. Pepper. 3 


Q During what period of time did Mr. Pepper re; 
a 
thesc statements? í 
1 
A Well, from, say, April, when the letter was' 


received, until Sonderling purchased the st 
Q Do you recall vhen that was, Mrs. Arlinghau 
A That was in April, 8 
Q Do you as you sit here recall when you sol 

stock, Mrs. Arlinghaus? Let me make it trore clear 


volu lid so vour Stock to Messr: 
y 7 / 


isn't that right? ۱ 


1 1 A 2 
0 y$ (yf it i Ou ( , 11 ] 
۱ All 0 y OW! 
1 
Q And part of t! estati ۲ 
à res. 
, & B d r + Y l^?" 
8 Ou reca 1 Cn yu l 0 ao yu [ 
$ 
‘ 
۲ 4 ۱ ۱ i | 
۱ " $ 
( late 
۱ $ + } f ۲ ۹ 
, i 
+ + " $ 
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0 What did Mr. Pepper say about that? 

A Mr. Pepper told me that Mr. Ritenour could sell 
Stock to anvbody, even his maid. 

9 What did you do with those letters? You signed 
them, did you not? 

A Yes 

0 And you sent them on. Did you have an underst 
ing with Mr. Pepper as to when that sale of your stock and 


the 40 percent of the estate's stock should become final? 


A Yes, that was contingent on the signatures of 
the other stockholders. 

Q Who was it who made the decision as to v n t t 
stock was actually transferred? Did you have anything to 
do with that? 

A Ho; sir. 

Q Did you leave that to Mr. Pepper? 


A Yes. 


9 As you sit here, do you know when that stock 1S 
transfo red? 
iO, E don t recat 
) Have you ever known? 
A I don't recall now. 
N Look at the letter, please, tho first paragrap 
in each letter explain that you were to get $3 cash I 
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$7 in the way of promissory notes; is 


A Yes. 


that right? 


$3 


found? 


Q In the first place, did you get your 
do you know? 

A Yes. 

Q And were the notes paid eventuallv? 

A Yes. 

Q Who had the notes? Did you? 

A No, Chase Manhattan Bank. 

Q Subsequent to your sale of all of ۰ 
part of the estate stock, did it come to your 
a purchaser for the entire company had been 


A Yes. 


Q What was the name of that purchaso 
A I recall it was Fuqua. 

o Who told you that? 

A Mr. Pepper. 

Q When were you told that? 


^ I 
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Q 


What happened to the Fuqua sale? 
That didn't materialize. 

Do you know the reason? 

No, f don't. 


Who told you it didn't materialize? 


Mr. Pepper. 


Did it come 


another purchaser was 


A 


9 


A 


Q 


Yes. 


That was -- 


Sonderling Broadcasti 


Did the sale to 


Yes. 


Do you know what happe 


in Teleservice? 


of Doopblo 


1] } 
you whe 
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to your attention that after that 


found? 
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Guess cr 
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something for them? 
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or identification: 


including vou, dated 
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that? 
A Yes, I recall. 
Q Who asked you to sign it? 
A Mr. Pepper. 
Q What does it mean? Would you read it 


MR. JENSEN: Before the witness does that 


2 c, 


MR. O'KEEFE: No objection, your Hono 


THE COURT: Mr. Matthews? 
MR. MATTHEWS: No obj ection. 
THE COURT: All right, it may be received. 


(Plaintiff's Exhibit 1] for identification 


received in evidence.) 


Q Would you please read Exhibit 11? 
A ro myself? 
THE COURT: I assume so, yes 
0 What does it mean to you? 
MR. O'KEEFE Objection, your Honor. 
THE COURT: It speaks for itself. 
Mr JENSE! E tht t itness' underst 
of it 1s important 
MR. O'KEEFE: The paper is in evidence, you 
Honor. 
MR. JENSEN: Yes. I am not ۳۷۸۰ J to prov 
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it means, your Honor. I am getting at quite a different 
point. 
THE COURT: I have already sustained the 
objection. 
Q Do you remember reading it at the time that you 


signed it, Mrs. Arlinghaus? 


0 Did you understand it at the time? Did it mean 


anything to you at the time? 


A Ho, it didn't. 
Q Why did you sian it? 
A I didn't understand -- well I was sunnosed to 


sign it. 
9 Who said so? 
A "r. Pepper. 
MR. O'KEEFE: Your Honor, may I bring to mind 
the continuing objection that I had yesterdav. 
THE COURT: Yes. 
MR. O'KEEFE: And may I have your understanding 


‘ 


does continuo? 


THE COURT: It does continue 
B0" hed Thank TON 
0 Please look i t isit 7 and read t 
HR. O° EF] I ther | questio ) lin 
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Personally? No. 


Ever threaten you with resignation as an officer 


Modern Teleservice? 


A 


Q 


the date of the sale of the 


Personally? No. 


Between June 30, 1967 and August 8, 


1 
E 


968, 


Modern Teleservice 


186 


whi ch 


stock 


Mr. Ritenour, ever threaten you with resignation from the 


company? 
4 
A Personally? No. 
Q Did Mr. Lipsky ever threaten you? 
A Personally? No. 
0 You testified, if my notes are correct, 


following your husband's death you spent your time running 


tha t 


your home, taking care of your children, volunteering at 


a hospital in Long Branch. 


A 


Is that so? 


I have a correction. It wasn't volunteer. I 


was paid for my services on a part-time basis 


center. 


[ 5 


that! 


Branch 


Did that payment represent your income 


at 


Of timo *64,. '65, *66. after Mr, Arlinqhaus 


ncome, by working in 
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| | 
۱ 0 What were the other sources of your income? 

y |] 
| | 
| A The dividend from two companies: Modern 
| Teleservice and Modern Talking Picture Service. 
| ۰ + ۰ ۲ ۰ 
| Q Did you taxe any vacations during this period of 

time? 
A Yes. 
I 
Q Where did you go? 
A Oh, I'd have to refer to a calendar for that. | 
I 
9 Do you have a calendar? 
| 
۱ r . " 
A I don't have it with me. 
| 
| 0 Does this calendar refresh your recollection at 
[| 
f | 
ll 11? | 
| | 
[| 
A Yes. | 
۱ Q Do you recognize the calendar? | 
۱ A Yes, sir. 
| Q Copy of the calendar. Is it yours? 
A Yos, sir, 


Mk. JENSEN: Are you talking about the 1967 calen- 


| dar? 
MR. O'KEEFFE: That's what it is. 
I 
MR. JENSEN: Of which you received a copy from me | 
Q Does that he] you answer that question? 
| ^ Yes 
| 
۱ 8 What would b the answer, based on your 
۱ 
| | 
۱ | 
۱ I 
| | 
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recollection being refreshed? 


A Well, the holiday would be in January '68. 

C Do you remember where you went? 

A I was on the ship "Argentina." 

0 Where did the ship "Argentina" go? 

A A South American cruise. 

Q How long did you spend on that cruise? 

A I wovld have to -- I think I recall it was about 
40 days, 47 days, 37 days. 

0 It left in January of 1968? 

A Yes, sir, as best I recall. 


0 I show you a letter dated March 12, 268 


addressed to you as a passengor on the "S.S. Argentina," 
sent by Mr. 


that letter. 


What deposition exhibit number is 
that? 
MR. O'KEEFE: It's stamped Defendant's Exhibit 


L for identification, December 30, 1968. 


f) Do you recall receiving that letter in March, 
1968? 
\ 4 , S11 
0 Did you reccive it while you were aboard th 
N I would presume so because that's whero thi 1 
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to me is, | 

0 Does that refresh your recollection that at least 
on March 12, 1968, having left in January of 1968, you were | 
| 
still on the cruise? | 
A Yes. | 
| 
Q Was it your habit to take that type of cruise | 
while Mr. Arlinghaus was alive? 
| | 
A No, sir. | 
9 Going to the offer made to you by the letter of | 
April 25, 1967, Plaintiff's Exhibit 1 for identification, | 
| 
is it your testimony that that is the first indication you 
had that Mr. Ritenour and Mr. Lipsky were interestod in | 


acquiring stock in Modern Teleservice? 
A Excuse me, sir, may I have the date that you 


mentioned? 


Q April 25, 1967, Plaintiff's Exhibit 1 in evidence | 
in this trial. See if I can helo you, if you have it | 


there. There it is, you have it (Indicating). 
Was that the first indication you had that Mr. 
Ritenour and Mr. Lipsky were interested in purchasing 


[| 


Stock in this corporation? 


A A best I rccali, I 
Q While Mr Arlinghaus, our |} band, las 11 : 
did he discuss busine ; matter with ou at Li; | 
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A Mr. Arlinghaus and I would discuss the events of 
the day as was common, I presume, witi most husbands and 
wives; if a day was a good day or successful or not and 
so on. 

Q And in those normal conversations, did Mr. 
Arlinghaus occasionally mention to you from time to time 
that Mr. Rítenour was working at the company and Mr. Lipsky 
was out on the West Coast? 

A Yes. 

Q And did it come to your knowledge or attention 
that your husband,Mr. Arlinghaus,had made available shares 


of stock to Mr. Ritenour while your husband was still 
1 


alive? 
A I don't recall that. 
0 Do you have any memory of your husband saying 


that Mr. Ritenour and “Mr. Lipsky bec? e sharcholders? 
MR. JENSEN: Objection. 
THE COURT: Sustained. 
Q Did there come a time when you did know that Mr. 


Ritenour and Mr. Lipsky were shareholders in ۲۱۵۵6۵۴۳۲ Tele- 


service? 
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Q Do you recall whether it was before or after 


you received this letter of April 25, 19677 


A It was before. 
0 Do you know how on the occasion before April | 
[| 
| 
25, 1967, this infc ıt ^n came to you? 
| 
| 
A No, I don't recrll. 
" 1 " 5 | 
Q Did you have any conversations with Clemens | 
MET 4 - - oem | 
Ari.nghaus before April 25, 1967, in which Clemens Arling- 
| 
haus told you that he understood that Mr. Ritenour and Mr. 
Lipsky were going to make an offer for the purchase of ail 
of the shares in Modern Teleservice? | 
| 
HR. JENSEN: Objection. | 
THE COURT: What is the objection? | 
MR. JENSEN Incompetent 
N | 
THE COURT: Overruicd. You may answer. You want 
to read the question back. | 
| 


(Question read.) 


A I don't recall, sir. 
| 
} 
Q When you got this letter of April 25, 1967, how | 
I 
yy receive it? Did it í the 1? 
Plaintiff': | } bà 4 l, ta the shar pylder f 
todern ‘i ] ICT ( ; 11 r e 1 € th 1 t la l t 
vour homo? | 
^ I ۱: ox l ۱ ۲ I did vi ۱ mail ¢ 
| 
[| 
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Q 


letter with after you 
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Q 


Charlie 
Vickers? 
Radio City. 


Charlie 


Arlinghaus-cross 


to me by Mr. Pepper or Mr. Ritenour, 


So you don't remember at all received it? 


Not tho in which it came to attention. 


remember you recoivéd 
What did you do 


after you received 


had a discussion with Mr. 


only person discussed 
received it? 


recall, 


before the luncheon 
you come 


Vickers Pepper? 
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۱ || 
| | 
2 | Q In 1967, April and May. 
. | 
3 | ? I would have to verify whether he was still 
| 
1 
1 employed with Main and Lafrentz or had he hecome treasurer 
| 
i] 
5 | of Modern Talking Picture Service. 
| 
6 ۱ Q There was a time he was accountant for Modern 
| I 
۱ ۲ ۰ | 
7 | Talking Picture Company; do you remember that? 
8 A He was treasurer of Mode Talking P 
۱ as 2۳ Modern Talking Pictures, 
9 | 
|| ۹ Was he a certified public accountant? | 
| | 
10 | A Best I recali, he was. | 
| | 
M ا‎ 0 Did he render you personal advice from time to 
12 | time? 
| 
13 | A Yes. | 
14 ll Q And did you ever have a unch with him and ñr | 
| ۱ ۱ nd tir | 
۱ 
1$ | Pepper at any time, do vou recall? 
16 Dace 4 ٩ ی‎ ^ T lan + " 1 T 2 3 
A Possibly, but don't recall the May 3rd that 
17 ۲ 
ae you asked me about. 
io 9 Do you ever remember having lunch with Mr. Pepper | 
19 and Mr. Vickers? | 
20 A Yes. | 
| 
| 
f 
21 o And that, whatever lunch it is you remember , | 
| 
07 | 
on was there a discussion between Mr. Vickers, the accountant 
| 
i | | 
-n and treasurer of Modern Talking Picture Service; and Mr. 
A Pepper, the it Cor y; and vourself, about this offer of 
95 
e^ IDEA 5 4 ’ 1967? 
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A I don't recall. 
Q When you went to the luncheon at Radio City, did 


you go there by yourself on May 10, 1967? You went to a 


lunch--if your memory is failing--you sent to a lunch with 


Mr. Pepper, Mr. Ritenour, Mr. Lipsky, Clemens Arlinghaus and 


yourself. That was on May 10, 1967. 
A That's right; yes, sir. 
Q My question was: When you went to the restaurant, 


did you go by yourself? 


A Yes. 


Q0 Were they all there when you got there? 
A Well, I went bv myself because I came from South 


Jersey. 


o Yes? 

A That is what you are referring to? 

Q When you got there--you came by vourself, you 
said that --were you the first ono there or had they pre- 


ceded you? 


A I don't recall whethor I was che first one. 
Qo Do you know what time you arrived? 
^ About the noon hour, Luncheon hour. 
0 ilow long did the luncheon take? 
A llour-and-a-half, two hours, I believe. I recall 
we Lad left by 3:00 o'clock, quarter of 3:00. 
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9 You testified: atthe beginning of 
tion that neither Mr. Ritenour nor Mr. Lipsky 
you put it, ever told you they would resign. 


did anyone teil you that Mr. Ritenour and Mr 


resign while Mr. 

۳۳2۵ 2 
A I don't 

Q Did you 


whether or not it 


if this offer was 


Ritenour 
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my conversa- 


personally, 


Lipsky would 


1 ۰ 


and Mr. Lipsky were in your 


recall. 


inquire of Mr. Ritenour or Mr. Lipsky 


was true that they were qoing to resign 


not acted on? 


A I did at a later dzte, sir. 
p What date? E 
A I don't recall the date, but the luncheon was in 


Springfield, 


New Jersey. 


9 At the Baltusrol Golf Club? 

A Baltusrol, yes. 

Q That is December, a little later? 

A Yes. 

0 Let's wait. We will qet there in tima. 


the lu 


he - m" 4 
tne time I asked them 


incheon anvhow on May 10th at least, 


"r. Ritenour, Mr. Lipsky or anybody celse said that 
Rit our and ۲ Li would quit if this offer was not 
ict |l o Is that 2 
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2 | A I recall so, yes. ۹ 
3 Q Excuse me. 
4 A No one said. That's the answer. I don't recall 
5 anyone saying that. 
6 | Q When the luncheon was over, wheré did yov qo? 
7 ۱ A I went down to exit the building with Mr. Pepper 
8 and Mr. Clem Arlinghaus. 
9 | Q And then where did vou go? 
10 A Home. 
11 Q How long after you left the lunch did you start 
12 to go home? 

| 
13 | A There was a conversation of approximately 45 
14 | minutes in the basement of Padio City -- Mr. Pepper, Mr. 
15 | Arlinghaus and myself. 
16 ۱ Q Mr. Clemens Arlinghaus, your brother-in-law? 
17 ۱ A Yes, sir. 
18 Q How long did that conversatiun take place? 
19 | A bc t I recall, about 40 minutes. 
20 | 0 What did your brother-in-law, Mr. Clemens Arling- 
2) hans tell you, say to you, on that occasion? 
22 MI J ENS EN Objection. 
2 THE Cot : Overruled 
24 o You may answer that question. Do you want it 
25 ' back to you 
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2 Th . What did your brother-in-law say to 
3 you on that occasion? 
4 THE WITNESS: Well, Mr. Clem Arlinghaus felt as 
5 I did that the -- is this the -- 
6 Q Just tell us what he said to you, if you can 
7 remember, not what he felt or what you felt or thought. 
8 | gust what did Clem say to you? 
9 That the $10 offer was far too iittl In fact 
10 I think we all agreed it was -- 
11 ۱ 0 Did you agree that the $15 was too little? 
12 | A I personally thought it was too little. | 
13 Q When the estate tax papers were prepared, did you | 
14 ll see them, the papers prepared bv Mr. Pepper? | 
15 | MR. JENSEN: Objection to form. I don't know 
16 ` what papers we are talking about. I think we should be 
17 | more specific. 
18 | 9 The affidavit of Mr. Pepper and testate tax 
19 | return which is in evidence in this trial as an exhibit, 
20 | subject to verification later by Mr. Popper. | 
21 | MR. O'KEEPE: Do vou have that exhibit? 
22 | Q I show you Pepper Exhibit C, an affidavit of Mr. 
| 
vA | Pepper, counsel to the estate of Arlinghaus. It is not 
2A | firs. Arlinghaus siqned bv him; it's sort of a =- thi is | 
25 ۱ subject to his signature; but’ that is about the estate and 
۱ 
| 
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the value of the stock of Modern Teleservice,as tno attorney 
for that estate initially submitt_d it to the Internal 
Re venue Service on your behalf as executrix of this estate. 
D 2u remember that? 

A You wish I should read this? 

Q I am just asking you if you remember a value 
being placed on your stock, the stock in the estate of 
which you were executrix. Do vou remember the value that 


was ascribed to that stock when you dealt vith Internal 


Revenue? 
A I don't 2. 
Q If you don't recall, you don't recall. Does that 


help you remember? 

A Well, I'd have to read it. 

8 Take a look at it. 

MR. MATTHEWS: If I might Suggest, I think the next 

to last page of that 6۸ that affidavit wili give 
you the answer. 

9 That might save you some time, Mrs. Arlinghaus. 

^ I don't know where I am supposed to find,what I 


am supposed to be looking for. 


THE COURT: t think what we ought to do, Mr. 
O'Keefe, is to suspend at this time for luncheon recet 
Come back at 2:00 o'clock. Possibly during that time, 
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have a chance to read that 


(Luncheon recess.) 
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2 AFTERNOON SESSION 
3 ROSAL iR M. ARLINGH AUS, resumed. 
4 CROSS-EXAMINATION CONTINUED à 
5 BY MR. O'KEEPE: 
6 0 Have you had a chance, Mrs. *Arlinghaus, to take 
7 a look at that document that's in front of YOU on the 
8 stand there, which is Defendant Pepper'g Exhibit C? 
9 A I recall it. po you wish I should read it again? 
10 Q No, we were tryirg to fine out, and I had asked 
11 you if you knew the value of the stock, the value placed 
12 | on the stock of Teleservice in the tax proceedings in the 
13 estate in which you are the executrix, and YOu Said you 
14 didn't reca: | that; and I asked you if you looked at those 
| 
15 | Papers which were filed with Internal Revenue On your 
16 | behalf, whether that would help you, Now I am asking you 
17 | if you have read them and does it help you to remember. 
18 | A I might have, Mr. O'Keefe, if [ have identified 
19 the right area. Shall I read this, pleaso? 
20 | Q No, just, do vou remember the value that was 
21 | Placed on the Stock of Modern Teleservice in the estate 
a | tax proceeding? po you know? 
i 
23 ۱ A I do now, because I have read bt. 
2A | 8 Fine. What was it? 
25 | A I believe if I am reading correctly, the Section 
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here, it Says: "By reason of an agreement among stock- 
holders dating back to 1951, the stock cannot be sold with- 
out offering it to the corporation at a formula price which 
at the time of the decedent's death was $9.66 a share." 
Shall I continue? 

Q If you wish. 

A "If the corporation were financially able tc do 
SO and had elected to buy the stock testate would have 
received only 28 percent in cash, and the other 72 percent 
balance in unsecured promissory notes payable over 48 
months. Any such sale vould be by reason of Section 303 of 
the Internal Revenue Code, necessitates the sale of all 
Stock of the estate and all attributed shares to avoid 
taxation as ordinary income." 

Shall I continue? 
Q No, that's fino. 

MR. O'KEEPE: Mr. Jensen, do you have Pursuant to 


our request, the estate tax return of the Arlinghaus' 


estate? 
MR. JENSEN: Yes. 
MR. O'KEEFE: May I have it, please. 

Q Are you familiar with a value of the Modern 
Teleservice stock base: on an agreement between tho share 
holders, which contained a formula? 
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A Oh, I don't recall that. | 
Q Did you ever nave any discussions with your 


brother-in-law, Clemens Arlinghaus, about the value of the 


stock? 
A Not that I recall. 
0 When you received Mr. Ritenour's letter of April 


25, 1967, did you know that Mr. Ritenour was making an 


offer on behalf of someone other than himself and Mr. Linsky? 


| 
| 
| 
A I don't recall. | 
0 Did ic come later to your attention that Mr. | 
Ritenour when he made the offer to purchase all of the 
shares of ۱ lern Teleservice at $15 a share was acting as 
age .c .or a group of investors from the Philadelphia area? 
A That was brought to mv attention, yes. 
Q When did you learn of that? 
A I definitely recall when it foll through and 


1 


didn't materialize. 
Q Is that the first time you learned that it was -- 


A Well, as of now, as my recollection serves ie 


0 You did not know for instance at the luncheon at 
Radio City that that $15 offer was be ing made on behalf of 
a Philadelphia group of investors? 


A At the luncheon, I honestly can't say that T 
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recall that at that date. 

Q0 It was your own opinion, was it not, that the 
$15 was too low? 

A Yes, sir. 

Q I show you a file which your attorney, Mr. Jensen, 
has given me entitled"Federal Estate T.x Proceeding," and 
I direct your attention to United States Form 706, Estate 
Tax Return for the Estate cf Frank Arlinghaus at Windmill 
Lane, Rumson, New Jersey, and I ask you whether or not you 
recall signing here way back next to the statement November 
9, 1965 where it says "Signature of Executor Administrator, 
et cetera, Windmill Lane, Rumson, New Jersoy." 

The question is: Do you remember the Estate Tax 
Return, and did you sign it? 

A I remember the Estate Tax Return, that it was sent 
in, and I -- I know I would have to sign it being the 
executor. 

Q Do you remember signing it at one point? The 
original, T assume, would be with the Internal Revenue. 

A You. 


f) This is a copy, but you do remember signing the 


A I had to sign it. 


0 Do you remember? 
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2 A The day and the hour? 
3 | Q No. 

| 
4 A No. 
5 Q Just remember signing it? 
6 A Yes. | 
7 | MR. O'KEEFE: I offer, your Honor, the Estate 
t Tax Return of the Estate of Fran rlinghaus. This is an 
9 unsigned, apparently office copy. The witness says she 
10 remembers signing it; she doesn't remember when. I show it 
11 to Mr. Jensen. 
12 MR. JENSEN: I object on the ground it's 
13 | irrelevant tc any issue in the case, your Honor. I have a 
14 | continuing objection to the use of the estate tax figures 
15 | on the grounds that they are not probative of tho fair 
16 | Market value of the shares. 
17 | THE COURT: I want to know whether he has an 
18 | objection or not. 
19 || MR. JENSEN: I point out to the Court that we 
20 | have stipulated facts about the Estate Tax Return which pick 
21 up all of the valuations and so that even if vour llonor 
2 | overruled my objection on materiality, I don't sce any 
23 | reason for introducing the whole document. 
2A THE COURT: Mr. O'Keefe, I was wondering that, 
25 | too. Why introduce the whole document for what other 


م .۲ 
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The only purpose I want 


ıu have that stipulated, 


I am looking here just 


it in for 


don't you? 


to see 


Pepner's affidavit 


which I think -- what is the number of that exhibit? 


here: 


MR. O'KEEFE: 


MR. MATTIIEWS 


do you know whether 


MR. O'KEEFE: 


I am only putting it i 


the pre-trial, I 


what it was fixed for by IRS. 

MR. JENSEN: Mr. O'Keefe says he withdraws his 
offer, I believe. 

THE COURT: All right. The offer is withdrawn, 
Hr. Matthews, so you no longer need to pour ovcr it. 

THE COURT: All right Go ahead with your cross- 
( mination. 
BY MR O'KEEFFE 

9 At ! i of t offer } r ٩ 1 what 
you lat l ni ۱ he th tecate from Pliladelpbhia, 
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you had had some discussions with Mr. Clemens Arlinghaus 


to raise funds to pay taxes, did you not? 
A We had been paying taxes on a time basis, and 


that's what was going on at the time, and foremost in my 


and with Mr. Pepper about the need of the Estate of ArLinghaus 


mind. 
Q Did you have discussions with your attorney, Mr. 


er, and your brother-in-law, Mr. Arlinghaus, about the 


neea for the estate to raise money to pay the federal and 
Low Jersey estate taxes? 

A I recall a discussion of how one would have to 
come about to find sources to pav the taxes; but I didn't ۱ 
think it was kind of pertinent because they were being paid 
on an installing basis. 

0 I show you Defendant's Exhibit D, a letter dated 
December 21, 1966, addressed to you by Mr. Pepper, and as) 
you whether or not that refreshes your recollection as to 
the need of the Estate of Arlinghaus to raise money to pay 
taxes. I direct you to varaqraphs numbered Ba. Xo 24, 
md specifically 5 of that letter, which is in cvidonco, 


entitled -- paragraph 5 - "Where am T to get the money to 


pay the assessment? 


Do you see that, ‘irs. Arlindhaus? 


A I remember the letter. I recall] the letter and I 
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remembor the questions which were intelligent ones to ask 
an attorney at the time; and I don't believe at any time | 
there was any pressure at all to go to an outside source 
of securing revenue to pay the taxes, because there had 
been a previous arrangement, as I understand it, that they 
were being paid on an installment basis. 

Q There was * need to raise money to pay taxes, 
was tħere not? 

A I don't re-all that. 

e I would like to show you a memorandum dated 
December 23, 1966, signed by Clem, addressed to you, to 
Sid and to Milton. Do you remember receiving that 


memorandum from your brother-in-law? 


| 
| 
A Yes, I recall this letter. 
MR. O'KEEFE: Your Honor, I offer as Defendant's 
Exhibit G. 
(Defendant Ritonour's Exhibit G marked for 


identification.) 


MR. PE: I offer G for identification in | 
evidence, your Honor. | 

MR. MATTHEWS : No objection. 

MR. JENSEN: I have no objection. 

THE COURT: All right. It may received. | 


(Defendant RNitenour's Exhibit G for identifica- 


tion received in sidence.) | 
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THE COURT: Are you going to use this? 

MR. O'KEEFE: No; you go ahead and look at it, 
your Honor. 

(Document handed to the Court.) 

Q Nov you, Mrs. Arlinghaus, sought advice from 
Clemens Arlinghaus on this prc’ lem of raising money to pay 
estate taxes, did you not? 

A I think in that particular situation, I probably 
did ask him, as the lump sum came across to my attention. 

Q Do you remember that this memorandum states that 
you are going to have some discussions next Wednesday, it 
says here,"to pinpoint our discussions next Wednesday." 

Did you have a meeting on the Wednesday following 


December 23, 1966, with your brother-in-law and with Mr. 


Pepper? 
A I don't recall. 
Q This memorandum is also addressed to Milton. Do 


you know who that would be? 

A That would be a member of the board of directors, 
who was on the board, I believe. 

5 What would be his last name? 

in Lewis. 

Q Milton Lewis? 


A Milton Lewis. 
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2 Q Dia you know Mr. Lewis? 
3 A Yes, 
4 Q Do you know when he became a director of this 
5 ۱ company? 
6 || A I am sorry, sir, I don't. 
7 | Q Was it after or before Mr. Arlinghaus died? 
8 | A Before. 
9 Q He became a direc _ ,r before Mr. Arlinghaus 2 
10 || A I believe so. I stand corrected on that one. 


11 Maybe he was. 


12 Q You knew at some time that there was an cffer by 


13 a syndicate in Philadelphia to buy all of the shares of 


۰3 


14 Modern Teleservice. You knew, you discussed this morning 


an offer by Fuqua. When did you become aware of the Fuqua 


offer to buy the shares? 


- — pð 
~) [er] an 
———— MÀ ی‎ Se —H—ÓM n 


A It was after the Philadelphia situation fell 
I| 
18 | through. 
19 || Q Yes? 
f 
| " ۲ ۲ 
20 || A So that would be April -- it would be along in 
| 
۱ 
2 March, maybe. T mean certainly it was before April of '63. 
Ze ۲ 4 Who brought that to your attention? | 
| 
23 | A I recall that Mr. Pepper did. | 
| | 
s | ۱ | 
24 | 0 And were there any other offers or negotiations 
| ; | 
295 H for the purchase of your shares and those of the estate that 
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2 came to your attention after 1967? 
3 A I think there vas a man by the name of Falconer, 
E who was associated with MGI. F-a-l-c-o-n-e-r. 
5 Q Falconer of MGI. Were there any other offers 
6 that came to your attention? 
7 | A Not that came to my attention. 
8 | Q How about the Sonderling offer? 
9 A Well, you -ve talking immediately following now. 
10 Q Following. rirst, the syndicate offer failed; is 
11 that so? 
12 A Right. | 
13 | Q Then the Fuqua offer failed? | 
14 | A Failed. | 
15 | Q Then there were some negotiations as you say 
16 with MGM; and I am asking you if you knew of these others. 
17 | A Only the closinq one, Sonderling Broadcasting 

| | 
18 | Co. 

| | | | 
19 | Q How much money did you receive as a result of 
20 | the sale of the stock of Modern Teleservice to the Sonder- | 

۱ 
21 | ling Broadcasting در‎ 
22 | A My personal shares? | 
23 | 0 Your shares, as executrix, your personal shares: | 
2۸4 | and vour shares being hold hy you as custodian for vour | 
25 | children. I want to know the aross amount of money vou | 

| 
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realized from this sale to Sonderling. 

MR. JENSEN: Objection, your Honor, irrelevant 
énd imnaterial. 

MR. O'KEEFE: low can it be irrelevant? 

THE COURT: Is there any issue as to what this 
amount is? 

MR. JENSEN: Well, in the first Dlace, I think 
it's stipulated that Mrs. Arlinghaus had no personal shares, 
no shares in her name by the time the Sonderling came. 

They had bought it all. 

THE COURT: That is à valid objection. 

MR. JENSEN: All right. Now, in the second placo, 
I don't think that what Mrs. Arlinghaus realized for her 
remaining shares is an issue in this lawsuit. She got 
more than $20 average for all of them, and if that is what 
Mr. O'Keefe is driving at, that is conceded. 

THE COURT: Is there anyone who has a total? 

MR. O'KEEFE: If you can -- I can get it for you 
right now. Can you just speak off the record, Mr. Ritenour, 
an tel] me the total that Mrs. Arlinahaus received? 

MR. RITENOUR: $1,133,8989.12. 

M. O'KEEFE: $i1,133,889.12. 

MR. JENSEN: What is the source of that, Mr. 


Ritenour? Or Mr. O'Keefe, what is the source of that? 
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2 MR. O'KEEFE: My source is Mr. Ritenour. Mr. 
^ 3 Ritenour's source is his records and files and the computa- 
E tions he's made. 
5 MR. JENSEN: I continue to express my objection 
6 as to thc materiality, your Honor. I don't see how it's | 
< 7 | got anything to do with the issue. Besides that, I am not | 
8 ready to concede the figure. I am not Saying it's wrong. 
| 
9 I just don't know it's right. | 
10 THE COURT: All right, I will overrule your | 
| 
11 objection; and with respect to the figure, there must be | 
12 some way in which you could ascertain this. | 
13 MR. JENSEN: Yes, I can ascertain that and I will | 
M do it, but I -- “| 
15 THE COURT: I will expect you to get the figure, | 
16 and if it differs from this, to let me know. | 
| 
17 | MR. JENSEN: Yes. 
18 | BY MR. O'KEEFE: 5 | 
| 
19 | Q This money you received from Sonderling did | 
20 | average to more than $2^ a s'.re for the shares of Tele- | 
21 | £orvico, did it not? | 
a ۱ MR. JENSEN: That is conceded, your Honor. | 
23 | MR. O'KEEFE All right | 
| 
ulli THE COURT All rigt | 
li | 
25 ۱ 0 Do you have a recollection of being on the board | 
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of directors of Modern Teleservice at any time, Mrs. 
Arlinghaus? 
A It's reported that I was, but I don't recall it. 
Q : Who reported that to you? 
A It's written up on one of the Teleservice board 


Q I show you, Mrs. Arlinghaus, a copy of the Minutes 
of the Snecial Meeting of Shareholders on March 22, 1968, 
in which it appears :hat you appeared in person. 

I direct your attention to this paragraph having 
to do with the nomination of directors. I ask you whether | 
or not that refreshes your recollection that at least at | 
this time, March 22, 1968, you were a director of Modern | 
Teleservice, Inc. 

A Mr. O'Keefe, it's down here, but I really don't 
recall the day or goings-on at all. 
Q Do you remember when it was that Modern Teleservice | 


entered into the Sonderling deal? 


A January '68, I believe, I recall, something like 
that date 
4 Do you remember when you received the shares of 
| 
Stock of Sonderling that vou received as a result of tho 
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0 April of 1968? 


A '68. 


Q That would be one month following that 


directors’ meeting, would it not? 


A Yes. 


۱ 
| 
| 


Q Do you recall ever receiving a check from 


Teleservice as a director's fee in the amount of 
each director's meeting that you att2nded? 


A I reportedly have received it but I do 


y in tn 
New Jersey: Pitney, Nardin & Kipp? 
A Yes. 
8 low do you come to know them? 
A They are thc attornoys that were -- that 
settled the estate -a 
) hen did they do that? 
A -- of Mr. Arlinghaus. 
P) When did they ao that, ma'am? 
^ Phe WOT called and appoint 
0 Had | calt with that fig I to 
A No, BF 
Q Do you know any membor of that irm p 
1963 
٩0۱۱۱۱۱۱۱۷۸۳۷ DISTRICT COURT. REPORTERS, 6 ۸ 
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A No, sir. 
Q Do you know an attorney and judge named LeBrecht | 


in the state of New Jersey?’ | 


A Yes. 
9 llow long have you known him? 
A Oh, 25 ycars. 


O I 


a 


he not the former attorney? 


0 Is he not the former Attorney General of the 


State of Mew Jersey? | 


A Pardon mc? 
0 Was he not the former Attor y i: Coral of the 
State of New Jersey? 

A ile might have been. I mean my association was 
with his wife, who is a very close personal friend of ming 
0 Did you not fre t to time < e your 

estat and corporate rob] ns with Jud Lonrccht? 
A Nevor. 
0) Did vi not discuss financial nd business affairs 
of th: stat with Mr V kers, tl icconnt ۲ 
PA JEN 3 Ma * ive ۱ TE ( r 1 ro it 
1 DE B ort int 
THE COURT: Yos 
() 1967 nl 1968 
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how often you would 


Vickors? 


when 


a lunch with Mr. Vickers a 


we were talking, 


216 | 


have had that 


said 


you 


you 


nd Mr. Pepper 


: 
t 5۹ ؟‎ mh sista ^ t 121 ^ - ) 
on May 3rd, which would be a wcek i the day prior to th: 
| 
۱ 
i - ٩ ۸ T 14 m 1*0 >, 1 ~ he 
meet May 10 at Radio City. During the lunch hour 
| did you have the opportuni to give further thought t 
Il 
that and ca ou say now whether or not vou remember su 
2 luncheon with Mr Vicker ind Mr Pepper? 
A On the 3rd of May 
o Third of May, « week ~- 
A م1‎ ir T م1‎ not rocal1] hat Jay 
A ^, Sir, 1 do not recall that day. 
() Do you recall that you did not attend such a 
lunch or you don't recal attending such? 
A I don't recall eit} attending with Mr. Vickers 
and fir. Pepper on that ay 
| 
0 Nothing happened during the lunch hour that 
Co ( I er th it? 
N i5, E Caney n 
0 81 ver r ۱ $ í ( ) offer ۹ oO te VOU huy My 
tenour and Mr. Lipsky which guaranteed vou 20 in the 
event there v ۱ 1 te third irty? Do you r ( (I 
| SOUTHERN DISTRICT COURT REPORTERS. US COURTHOUSI 
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Pepper ever explained 


to you the terms of that offer? 


A I didn't understand 


the terms of the offer. My 


concentration was on that first paragraph of that letter, 


that I was going to gët $3 in 


cash and $7 in promissory notes 


Q You understood that part? 

A That part. 

Q Was any explanation given to you as to why you 
were going to be paid in that form? 

A Not that I recall, no. 

9 And as y testified, you were paid, were vou 
not? 

A Yes. 

Q After the conclusion of the Sonderlina sale -- 
purchase, and after you recoived your shares of Sonderling -- 
I think you said that would be in April of 1968 -- 

A I belicve so. 

Q -- you did not then complain to anyone about your 
transaction with Mr. Ritenour and Mr. Lipsky, did you? 

A No. 

0 : n did you make that? 

A Pardon mo? 

0 hen did you first make that complaint? hen, 

EROE vou x2 Lved tne : rlinq stock an! had on million 
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one hundred, whatever it was, thirty-three thousand dollars, 
after what period of time did you begin to complain about 
it? 
A That would have been after the closing of -- some- 
time after the closing of the sale of Modern Talkinq 
Picture Service, which took place in June. 
Q Of 19 -- 
A 1968۰ I believe that was the Friday, the 7th of 
June. Thereafter. 
Q In the sale of Modern Talking Pictures, Inc., 
how much did you receive? 
MR. JENSEN: Objection your Honor. Immaterial. 
THE COURT: What materiality is that? 


MR. O'KEEPE: Well, your Honor, there is a com- 


plaint here -- 


THE COURT: You are trying it to a jury and vou 


are trying it to a court. 


MR. O'KEEFE: I will withdraw the question. 


MR. JENSEN: I should have made that comment 
last tir iround we were tal ing, y Hono 

THE ( [ 1 you a ۳1 ty, ME Jer 

A s 

1 ( 1 19 j you mad ۱ ۱ ۱1 
id T ( ) int 1 ir tite I ۱ Lips! 
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A No, I don't believe ] have seen them since then. 
Oh, excuse me except at the depc-itions. 

Q Yes, and they were there in my office and ere anû 
there, But prior to the institution of this lawsuit, vou 
didn't notify them or call them up and say that you were 
dissatisfied, dia you? 

MR. JENSEN: We have to get a date established 


here, I don't know that the witness knows. 

MR. O'KEEFE: It's from May, 1968 to the institu- 
tion of this suit. 

MR. JENSEN: When was this instituted? I think 


the witness should know what date Mr. O'Keefe has in 


MR. O'KEEFE: When was it instituted, Mr. J nsen? 
It's got a '63 index number 
MR. JENSEN I believe it was June, 


June of 1968, I think. 


MR. JENSEN There is not much margin there, 

MR. O'KEEFE What is the date of it? 

MR. JENS iO, tr complaint 15 Au ist 28th 

p ' ۱ ۱ 1 ' 6n» 

, 
A TEM , 11 a ri t for t 1 ns, 
( Ret ۱ © " 1 ۳ ۱ 1 "6 p ju 1 
۱ ۰ ( 1 ! ۱ * 1 ite uy Sky, lid 
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0 You didn't offer to give them ick their money, 
lid you? 

A I don't believe I had any thoughts along that 
line. I was busy with my family. 

HR. O'KELFE: Your Honor, can I consult mv 
client for five minutes? Then I will finish. 

THE COURT: Surely. Why don't we take a short 
recess. fou can step down for a moment. 

(Recess.) 

9 Mrs. Arlinghaus, this agreement that you entere 
int with Mr.Lipbsky and Mr 1 6۳۱۵۱۵۴ was als entered int 
by all of the other shareholders of Modern Teleservice, 
was it not? 

A Yes, believe it was 

8 Did you, prior to the institution of this suit, 
soiicit any of the other shareholders to join you in this 
suit? 

۸ ۱) recall tha I 

0 Do ) ow of , ther s t end 1 by a 
ot r Sharoh: 1 

M i j t1 1, your 4 nat rj 
na 1 ۳ 1 ۱ 
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THE COURT: I think it's immaterial. 


When you .ere having the meeting with Clem Arling- 


ing where the lunch was held on May 10th, did you then 


agree to accept the $20 price? 


A 


because 


Yes, we'd hoped that that would be acceptable 


15 was, we thought, much, much too low and 20 
, 


seemed to be more than a 15; you know. 


Q 


A 


Q 


A 


~ 


! 


Did you agree to the 20? 

Yes. 

Did you tell that to Mr. Pepper? 
Yes, we conveyed that to Mr. Pepper. 


Did you authorize Mr. Pepper to -- 


He vas to contact Mr. Ritenour and Mr. Lipsky. 


And did you authorize him to do that? 

Y^s. 

You said it was all right to do that? 

He was the attorney. 

I want to show you a paper and ask you if vou 
your signature. 


That's my Signature, but -- 


Do you remember sianing it? 
I don't r but I certainly «aid M J 
here 
MR. O'KEEFE: I offer this as defendant's ex 
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| 
2 | (Defendant Ritenour's Exhibit H marked for 
3 ۱ identification.) 
4 MR. O'KEEFE: This is a letter, vour Honor, to 
5 | Mr. Ritenour and Mr. Lipsky and Mrs. Pepper, signed by 
6 | Mrs. Arlinghaus. 
7 MR. JENSEN: Objection as irrelevant and imma- 
8 terial. 
9 MR. MATTHEWS: No objection. 
10 | THE COURT: May I see it? 
il | Received over objection. 
12 | (Defendant Ritenour's Exhibit H for identifica- 
| 
13 | tion received in evidence.) 
| 
| : : 
14 I MR. O'KEEFE: No further questions at this time, | 
| 
| L| 
15 | your Honor. | 
16 | THE COURT: Very well. 
| | 
17 | Mr. Matthews. | 
18 | — CROSS-EXAMINATION | 
19 n BY MR. MATTHEWS: 
20 || 0 Mrs. Arlinghaus, some question was raised as to | 
| 
21 ۱ whether you signed a Fuqua agreement. I show you Exhibit | 
| 
2 J with signatures at tho foot and ask if one of those | 
| 
23 Signatures is vours. | 
24 A Ye., that is mv signature, hut I don't recall | 
| 
25 | the day or the incident. 


d 
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Q That is your original signature? 
A Yes. 
Q Who were your advisors in connection with the 


business transactions having to do with Teleservice stock? 


A My advisors? 
* 
[0] Yes. : 
A Well, Teleservice had a board of directors. 
Q I mean advising you personally as to your hold- 
ings. 
A I wasn't advised by the operation of the business 
&t all. 
Q No, I am asking about the marketing of the stock. 
A I don't think I quite understand what you mean, 
sir. 
Q I had understood vou to say that you leaned 


quite heavily on your brother-in-law, Mr. Clem Arlinghaus. 

A ell, Mr. Clem Arlinghaus and I are the closest 
of sister-in-law and brother-in-laws, but Mr. Arlinghaus 
would always report when there had been a board of directors' 
meeting, the company was run so well, Mr. Ritenour and 


Mr. Lipsky, and the usual dividends were declared. 


TET. k € /—————————————— 


4 Now you knew, did you not, that Mr. Pepper had 
asked to be relieved of any responsibility for advising you 


on business phases of the handling of your stock or the 
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estate stock? 

A I don & recall that. 

Q I call your attention to his letter to you of 
December 21, 1966, Exhibit D on this hearing under the 
heading on page 7, Conflict of Interest, "There have been 
some coments from directors of the respective corporations 
that as attorney for the corporations and for the estate, 

I may be in a position where I must elect to serve either 
the corperations or the estate who questions where the 
interests of the estate do not coincide with the interests 
of the corporations." 

MR. JENSEN: Before you answer that -- 


Q "I agree up to the present time there has been 


no question where the respective interests have been adverse 


and no suggestion has been made by anyone," and so on down 
to the end of that letter. You recall that, do you? 
MR. JENSEN: Mr. Matthews, was that marked in 


evidence? 


MR. MATTHEWS: It's marked in evidence as Exhibit 
D. 
MR. JENSEN: Thank you. 
0 You recall that, do vou not? 
A iy I soo 1t ' sir? 
MR. JEHSEN: May we have the question reread. 
SOUTHERN DISTRICT COURT REPORTERS, US. COURTHOUSI 


FOLEY SQUARE, NEW YORK. N Y. — 791-1020 


8 


CC ee 


A200 


mb 1m R. Arlinghaus-cross 225 


am not sure I understood it. 

THE COURT: He read a certain portion of it and 
he is asking her if she recalls it. 

MR. JENSEN: Recalls the letter? 

THE COURT: Recalls that portion of it. 


MR. JENSEN: Yes, all right. 


N Yes, I recall it. 

Q You recall it? 

A Yes. 

Q And now that a copy of that was sent to Mr. 


Clem Arlinghaus -- 
A I don't -- I wouldn't know that. It says so 
there but I haven't had any conversation with him about it. 
Q -- and you will also note, will you not, that this 
letter by and large is in response of questions that you 


had put to Mr. Pepper? 


Q For example: "When do you have to pay the balance 
of the federal estate tax?" And he answers that in a com- 


plete naraqraph. 


Two: "What is the additional federal estate t 
assossmont?" And he answers that in detail. And So on. 
Another ono: "Can I contest tho additional 
ass ssment?" And hi tives vou tho rules on that. 
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THE COURT: Mr. Matthews, are you testifying or 
are you asking questions. 

Q Those are questions that you asked? 

THE COURT: You have not asked a question. 

MR. MATTHEWS: I am asking her if these are not 
questions that she put to Mr. Pepper. 

THE COURT: She admitted that. 

MR. MATTHEWS: Well, that's enough or this one 
then. 

Q I show you Xerox copy of a memorandum in the 
upper left-hand corner marked "Copy of Plaintiff's Exhibit 
5, and ask you if that is in your handwriting. 

A Yes, sir, t.at is my handwriting. 

Q And it had to do with transactions in the stock 
of the estate and of your own holdings? 

A Mz y I speak in my own words? This was -- I 
believe was done -- 

THE COURT: Is this in evidence? Is it now in 
evidence? 
MR. "IHLEIN: Yes. 


THE COURT: Nhat exhibit is it? 


MR. MATTHEWS ig 

THE COURT: It is Exhibit 5. 

MR. JENSEN: May I see what it is? 
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THE COURT: 1 don't see a tag on it. 


MR. JENSEN: I think maybe that is Exhibit 5 on 


some deposition. 


THE COURT: It's on a deposition. It's not in 
evidence. 

MR. O'KEEFE: It's not "arked. 

THE COURT: Are you offering it in evidence, Mr. 


Matthews? Are you offering it? 


MR. MATTHEWS: I will offer it if it's not already 
in evidence. 

THE COURT: It's not in evidence. 

MR. UIHLEIN: Yes, it is. 


MR. MATTHEWS: I will offer it. 


THE COURT: There is an Exhibit 5 in, but not 


this. 1 

MR. O'KEEFE: That is not in evidence, Judge, 

THE COURT: Let me see it. 

MR. JENSEN: That was marked during a deposition 
and I have the original, your Honor. I will substitute 
that. 

TIIE COURT: You want to substitute the original? 
All righ 

MR. JENSEN: I wasn't told it would be brouqht 
up. I don't have it handy, 


! 
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THE COURT: Let's put the photostat in. Mark it 
for identification. 
Give it to the clerk of the court so he can mark 
it for identification. 
(Defendant Pepper's Exhibit I marked for identifi- 
cation.) 


Q Do you recall what purpose you had in making that 


calculation on Exhibit I? 


A That was just to help me to understand that first 


paragraph; see; and that I would be -- what the balance, 


see. The estate, 4,000 of my shares were sold, all right? 


Q Yes. | 
A Then nine from the estate. Right? 

9( Yes. | 
A At the $3 cash and the 7 promissory note, okay? 


Then that left this much ànd the estate had 11,000 left, 
okay? So I was doing my own arithmetic if I was to get 


20, I'dhave $356,160. 


Q In other words, you were making -- | 
| 
A This was my own arithmetic in my notebook. | 
I 
, ۰ e | 
O -- you were making a comparison between the $3 and | 
$7? 
A I was trying to understand, what would be left, 


and so on. 
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Q And then the $20 price? 
A Right. 


MR. MATTHEWS: I will offer it in evidence. 


MR. JENSEN: I havo no objection. 


MR. "KEEFE: No objection. 


(Defendant Pepper's Exhibit I for identification 
received in evidence.) 
Q There has been some discussion here about Mr. 


Ritenour and Mr. Lipskv threatening to leave Teleservic 


i i ۱ a 
and take business with them unless thev could hay the stock. 
Was that threat ever made verbally to you by either or 


both? 


Q Mr. Pepper is the only source for that; 

A Yes. 

Q And isn't that sourco his speculation in Exhibit 
C, whero he says: "The corporation has been s bjected to 
iIntensiv competition, n some cas f r« nol nic f Z 
and so forth, "in fact, individual firms," I will j 
little. "The personal friendships of thi pre dont 
been largely responsible for the retent lon of its ۱ 


Tl tnought of what would happen if hi serv 'S Wor( 
SOUTHERN DISTRICT COURT REPORTERS US COI ۶ ۱ 
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| 
| 
| 
|| 
| 
4 | tion has been suggested to the president. 
| 


۹۱۱۱۱۱۱۱۳۷ DISIRICI € 1 REPORTER t COUR ۱ 


longer available to the corporation has troubled 


tion has no contract for his services and cannot 


Without his conscnt to a sale, it's not like] 


He has 


that he is unwilling to work for anybody else. The 


| stock of the corporation could be sold. TO Sum uj 
| 
۱ ۱ | 
9 ۱ profits have been interesting, the profit picture 
{| 
1 
10 change the other way more quickly than televisior 
m — dih " 
11 tire of programs. 
| 
| 
12 Isn't that the source of the suagostion 
| 
13 Rite lr and Lips would leave, Mr Pe er's alii 
14 seeking to reduce the fe ral estate tax 6 r 
15 this stock? 
16 A No, Sir, Mr Pe 'r continually 6 
17 conveycd to mo,Mr. Ritenc a Mr. Lipsky wor ( 
18 anxious to acquir stoc Okay? : hat 
19 leave if thcy didn't, if they didn't acquire stoc 
the ۸ it wou] 1 1 be loft jit! ? 
í r à M 
i l ( ire ( I 
oft 1 r an fi 
h 1 hat ! epper said tc 
My p ( ۱ 1 1 that on coral o 


the 


o 


estate. 


Tho sale of all the corporation's stock to another corpora- 


stated 


qot 


14 


15 


16 


17 
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19 
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A Not personally. 

Q Was there any other source 
you got other than Mr. Peoper? 

A No. 

Q Have you any reason to sugg 
should say that to you? 

A Certainly not. 


0 Isn't the 


connection with the 


source of it 


+ 


valuation of 


Estate Tax purposes? 


A That to me ha 


S 


was continually conveyed 


understand that. 


0 I had understo 


depositions that thi 


ig , 
iS wa 


4 


was the sole source 
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Ritenour and fr. Lipsky never did, did they? 


or this information 
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THE COURT: I th ۱11 these letters are in, 

Mr. Matthews. | 
MR. MATTHEWS: I am * y if I overlooked tl | 
THE COURT: 5, 7, 89 and 9 are in. These ari 

letters from Mr. Pepper to Mrs. Arlinghaus as executrix 

individually and one from Mr. Ritenour and Mr. Lipsky in 

both capacities. 
MR. MATTHEWS: And th letters to Mrs. Arling- 

haus appear to be dated June 30, 1967; and from Mr. 

Ritenour to her in both capacities, dated July 1; and h 

reply to Mr. Ritenour, it may als be in evidence, letter 

dated July 1, i: 1j - es t t! leral I t 

Tax of Frank H Ar n ۲ t t it f 

the notes. 
THE COURT Bb d , 

one you just put in ev | 

| 

Mr. O'Keefe t t it i | 
MR. O'KEEF that f t t 
Ti C í 


10 


11 


13 


14 


ات مور هه Rem ma‏ 


7 1968, which has been referred to but think it has 
heretofore been marked in evidence, anë ask if that 1 
your sianature. 
A Yes, that is my signature 

MR. MATTHEWS: I offer that in evidence. That 
been referred to, your Honor,a number of times, but I 
no copy has been marked in evidence as yct 

THE COURT: Is that the Sonderling agreement; 

MR. MATTHEWS: ۱6, that is the agreement tl 
it is suggested would throw this case out of the wind 
by a general ۳۵90 if it wer istained in t! the 


action. 


Defendant Pepper' Exhibit 


identification.) 


MR. MATTIIEWS: I 3 xhibit L f 
tion in 4 
MR. JENSEN ( 
Mn O'K > t 
1 + I 


10 


11 


16 


17 


18 


19 
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executrix and sianed by Mr. Ritenour. 
THE COURT: Repeat those in evidence as 8 and 


MR. O'KEEFE: ۰ I think so. 


MR. MATTHEWS: Mr. 


Exhibits 8 and 9 which are the originals of the two I just 


offered. 


THE COURT: I informed you earlier that those 


were already in evidence. 


is listening too well. 


Q Mrs. Arlinghaus, I refer to your deposition, 


page 66, and ask you if you 
gave these answers starting 


HR. JENSEN: What 


MR. MATTHEUS: Page 


so Did Mr. Ritenour, 
sorry, withdraw that questior 
Ritenour ever threaten to re 


service? 


vas I received that infor 


certain stock were not sold 
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number is that? 
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from Teleservice? 


x 


2 | they would resign as officers and take the customers away 
"A That would be the approximate conveyance to mean. 
| 


"0 Were there any other threats or demands or 


6 | representations besides this that were made by either Mr. 
7 Pepper, Mr. Ritenour, or Mr. Lipsky? 

8 "A I was reminded that it could happen. They were 
9 not under contract. 


10 "Q And that was it? 


11 "A Yes, sir. 
12 "Q To the best of your knowledge --" 
13 MR. JENSEN: Mr. Matthews, where are you reading 
14 from? 
15 MR. MATTHEWS: The last line on page 66, and I 
| 
16 will continue on page 67. | 
| ^ T : " 
17 | MR. JENSEN: Right. 
I 
18 | MR. MATTHEWS:  (Continving): | 
f | 
I || 
19 | "Q To the best of your knowledge there were no other 
I! 
۱ 
20 || threats or representations or demands that were made by | 
۱ f 
21 | fir. Pepper, Mr. Lipsky, 1tenour, other than you 
22 have stated? 
23 TA There couldn't have been any others. IE as) 
24 | pertained to Teleservice. "hat others did you have in 
: 3 VR 
25 || mind? 
۱ ۱ 
| 
| 
| SOUTHERN DISTRICT COURT REPORTERS. US COURTHOI 
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I have none in mind. You are bringing the suit. 


We are not. I wanted to know what you had in mind. 
That's it; Teleservice. 


That's it; just the statement that Lipsky and 


*cenour would resign if the stock wasn't sold to them 
And I note that the word is changed in 
pencil on this copy of your testimony to "could," 


would read: "just the statement that Lipsky and Ritenour 


could resign if the stock wasn't sold tc 


Matthews, readinq 


an executed 72 


you're not, 
who put that in an executed copy. 


a pencil marked whether 


Pepper's or somebody handwriting 
don't know 


have an 


COUR TH (OVI 


| 
| 
| 
I 
I 


to 


10 


11 


Cn 


۱ 
oO 
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0 Yes. 
A I withhold the discussion that has com 


"could"and the"would." 
۵ Do you recall wnat you said:  "could' 
A Well, that goes back to one's grammar, 
One could always or one would, would. Definitic 


9 You don't recall what you said ac the 


A That they would resign. 
Q That is your recollection? 
A Yes. 
0 I see. 
MR JENSEN fir. Matthews does y I 


a court reporter's certificate on it? 


Ruth Kleinman. 


"mm £^ m. k 5 
PHE COURT: ix f ۹ 
Mr NCEP 
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ask either one of those gentlemen 


a threat? 


Yes. 


' Te Bus TU OT ۳ 
O'KEEFE: May we have a time on this, please? 
JENSEN Let's have the witness giv che 
COURT: Tell us when. 

was at Baltusrol in Springfield, a luncheo 
nour attended and Mr. Pepper. 
S was subsequent to this? 
O'KEET Yes, was that lunchec - 
COURT subsequent to what time? 
J SEN Fair enough. 
S was suhsequent to the May transacti i 
mean after? 
» after the May transaction? 
pL after. 
after your sale at $10 a sharc? 

1 lI 11 ۳ ( t r ۱ f 
1 te 4 1 th« Court w! T. ) ( 
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| mmm « is — ax cM noe : PT 
2 MR. O'KERPE: Your sonor, it's lrrelevant. rhe 
1 
3 contract of sale is all over. 
| 
به‎ ' - ^ 1 
4 | MR. JENSEN: It's probative. 
| 
5 THE COURT: It has an element in it. Your 
1 H ۳ ۳ ¬ v ۰ m * ¬ CUIA 
6 oDjecction is overruled You may answer 
7 Q You may answer, Mrs. Arlindha S. 
8 A Mr. Ritenour Was asked, as I recall, 
" A L 1 tse h 
9 . lle said, "Rosalie wants to know if you h 
10 Claimed that you said - Cl med that you would ] 1 
11 Mr. Ritenour just Smiled and said nothing a 
12 chanqe in his pocket. 
13 ) Once ore } t he Rainbo ۱ ) 
14 ha r, hopefully for t! ast tim today. 
15 M ons bacs £ that My Jony 1A 
0 You e lrie tnat r. Pe er rolg 
16 these threats by Messrs. Ritenour and Lipsky 
17 3y 4 
A d conver: lon. rou wer 1 With that threat 1 
Vs « ^ 
id 1S th it right? 
19 MR. O'KEEFE: )bjection. 
20 THE COURT erri d. 
7 ۱11 ۳ 125 و‎ en t} fado ^ 
= 11 yo en 1 iC Ra Í 
22 ( $ $ $ ۱ ۱ 
c + en i , 1 
- A ۰ 
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Yes. 

MR. O'KEEFE: I object to the word “threat.” 
dramatic. 

THE COURT: I understand it, and I take it f 
worth. 

What was your answer, Mrs. Arlinghaus? | n you 
Yes, I was still aware of it when the lunchco: 
Did anything happen during that lunchoon t remove 
at? 

No. 

Did Mr. Ritenour tell you during that lu ; 

lon't worry about it. I am not qoing to quit, 
6» that effect? 

jo recall o that. 

As a matter of fact, the possibi th 
would leave and take business with him wa: 
lerations at the conference that v i 

, F Y h ۱ s ۱ equent " 4 
t i ¢ I w » LA not 
, rl. 
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Q When was that luncheon in the Baltu 


Golf Club? 
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A I believe that was in either Novem 
It was on a Wednesday. 

o November or December of what ycar? 

A '67ish. 

Q Do you recall who was there? 

A Just the three: Mr. Ritenour, Mr. 


myself. 


9 What was the purpose 
A First of all, it was 


to have the opportunity to ask 


been -- what had been conveyed 


Pepper. 


Q That wa 
A Yes. 
* 1 1 
0 Did you ask Mr. 
A I believe Mr. 
ud, "Rosalie wants to ki 
And is it your t 
Pe 
1 ta ; 
۱ Mr Ritenour did 
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I 
Q Did you ask him? 
A I asked him. | 
Q Did he just not say anyth!.ig? | 
|| 
A Just t said anything. Just smiled and -- as 
| 
I said before, he smiled and he jiggled nis change in hi: 
pocket and it was all over then, anyway. | 
| 
Q What was all over then, anyway? 
+ s ۳ | 
A Well, he didn't say anything more. I mean -- 
| 
Q Wasn't it the purpose of the luncheon at the 
Baltusrol Golf Club to enlist: the assistance of Mr. Ritenour 
in selling the stock of Modern T king Pictures, Inc.? 
I 
A Well, I don't real! ecall that today 
Q Was that discus that lunch? 
A I am sorry, I don't recall that, sir 
Q What do FOU rę ] out that lunc ? | 
| 
A ist what I ) 
Q How long was the ] C 
^ 4 ouldn't x ( one ! ive lunch? I | 
| 
mean -- 
) ۱ as ۲ 
A | C ! t - C | n r hc =a 
half, t 1 
1 té 1 
j 1 t ( j ) 
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A Not that I re ٩ 
0 Did you advise Mrs. 
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"A Specifically? 
"Q Specifically 
"A Ho. 
incer the law of the ۲ el 
at tne rice of 5] ^ f 4 4 
ind al of I4r Y i ' 1 
Mr. Rosen obiected to 
the word “propriety. " 
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mb 1m "Pepper" 224 | 
xe. Well, isn't it in the letter? Each letter has a 
figure. 
| 
| 
9 Please read my question back. | 
"A It's not in the letter" | 
MR. JENSEN: Vell, T said that it's not in the 
letter. 
"6 Without re-computing it, do you recall approxi- 
mately what it was? 
2 In the neighborhood of $27 plus." 
Page 210, line 18: 
0 When did you first tell Mrs. Arlinghaus that 
Miriam Pepper would be a purchaser of some of the shares 
to be se d? 
| 
"A Before June 30th. 
"0 liow much before? 
17 "A i don't know, Tt was probably between Juno 9th 
18 and June 30th. 
19 "6 Do you recall whether it was in a telephone con- 
f 
20 || versation or at your office? | 
21 "A I have no recollection. 
22 0 Or so other place YOU do. Ñi i11 the convi 
23 tion, don't you? 
LJ 
24 "NA Yos 
25 TO What did you tell her about that subject matter? 
ll 
| 
| 
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"A The Ncw York exchange 


educationel film and television 


In 1951, Mr. Ritenour was brought up 


Atlanta to head up a television 


office was split into two offic 


film and ono for television activities, He gave me a choice 
o^ staying with the Edu itional Film Division or qoing into 
the Television Film Division and I went into the Television 


0 Were vou then th fan 
Division of Modern Talking Pict 
"N Yes 
) For ho lor lid vou 
elevi ۲۳1 0 ( 1 ۷ 2, 5 1 ۵۳۱ 
"A Thy Ou h Ove £ l 
tive H Yor office, ۲ I 
California to explore t 0 
Los Angeles branch. 
I spent thre ] 
iow I ! on Ja t l T 
0 ‘no AD ۱ i ¢ 
) lor hi le 1 ۱ 
2 1 MAS el 1 aCe 
۲ 3 | Vic ۱ 1 Mana 
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| A227 
| 


e 1 formulated an Executive Committee and I was Chairman of tho 


a n9 Executive Committee for one year, and I could not give you 


4 the exact dates. 


5 | "(0 Now do we have all your positions with either 


conpany? 


Top "A I'm sure you do." 
8 ll MR. JENSEN: Pade 15, Aline S: 
۱ 
9 | "0 Can you tell us what portion of the total 
10 business of the company, by whatever name it waz known at 
li 
1۳ i the time, was accounted for by the California oi ice in 
| 
12 terms of qross sales after tho first year of operation oi 
| ۰ - ۰ = ۰ ۰ 
13 || the California office, either accuratoelv if vou can,or by 
| 
M | approximation. 
۱ 
ll 
15 | "A I suppose it varied from year to year, depending 
| | 
16 | on the accounts. 
17 ‘We might one year be twenty-five 6 ۱ r the 
18 gross and we might another year be thirty or thirty-five to 
19 | forty percent of the aross. I couldn't give vou an 
20 | accurate percentage." 
21 MR. JENSEN: Pave IL. Lane Gk It's an answer: 
22 "A The largest account handled in the California 
23 office was the Leo Burnett Compa ny out of Chicago." 
2۸ MR. JENSEN: Page 18, line 2: 
۱ 
25 | A I could not toll you in gross dollars or how 
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large the accounts were, but T riginatoed in California the 
J. Walter Thompson office. 
| 
"b That's a construction firm? 
"A 1 M ` | 
A It's an advertising agency. 
Dan B. Miner Company, Guild, Bascon & Bonfiglia 
coi Bonfi a, 
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the executives 
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NJ Picture 
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and officers of 
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was a marvelous idea 
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"A I am sure we wanted to kn 
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do with that? 
A I was not presont when the papers were signed. 
Q When was the first time you heard that Fuqua 


was or might be interested in buying Teleservice? 
A On September Tu Be yer AS 
8 Who told you on September 7, 1967 that Fuqua 


might be interested in buying? 


A I attended a luncheon at which time Mr, Peppor, 


a "fr, Wertz, and Mr. Tom Hennessy were Present, and at 


that time I was introduced to Mr. Hennessy of Fuqua Indus 


tries 
۹ He was the President of Fuqua Industries? 
A Ho. Ne was not. 
Q Was ho a Vic- President? 
A I believe so. 
17 Who invited you to that luncheon? 
A Mr. Pepper. 
Q Do you recall how many days before the luncheon 
A No, I do not. 
O When he told you that this meet ing was to take 


Place, was that the first time you heard that Fuqua might 
be interested? 
A Yes, 


O Would this have “een as much as a week or 
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It could have been. 


Your notes prepared for your deposition 


1 
il " m 
i an entry: "August 14, 1967, letter from T. Ilenness 
1 
| 
i! to D. L. Hertz/s Pepper acquaintance," 
i 
| 
i "hat's the source of that entry? 
۱۱ 
il 
۱ A Apparently I was told about tho letter f 
۱ 
f llennessy to Hertz by Pepper. 
| 0 When were you told? 
۱ 
| A I don't know. 
۱ 
9 Do you have anything that might refresh 
| memory? 
A I don't know. The two dates. 
| Oo 17} n vou pared thas tas what do 
men you prepari ۲1۱۵50 notes, what made 
down what I Just quoted? 
MR. O'KEEFE This ies 11 irrelevant to 
ssues le has cone far afield, I object. 
HR. JENSEN What I'm getting at, Mr. 
Sale or purchase of $19 shares closed a couple of 
befor this and I wanted to sce how much Closer th 
action may have been to the time of the Closing of 
Purchase It may have come before 
MR. O'KEEFFE: There is no question about 
t hai 
|| 
il THE COURT think it's reasonable to 
| } 1 
t record, MNIVHERN. DISTRICT (EANN MEPORTERS, 165. CORSI 
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Q Mr. Ritenour, what made you make the entry? What 


source did you have for the entry that I quoted? 


A Probably an entry on my diary. 

Q Do you have a copy of that letter? 

A No, I don't. It was not my letter. 

Q When did you receive the stock? When vas actual 


delivery to be made to you by Mz. Pepper, the stock which 
you bought at $16 a share from the Arlinghaus estate and 
Mrs. Arlinghaus. At the time the promissory notes were 
paid in 2 
Q Yes, sir. 
When were you told hy Mr. Penner that the sale 
had become final? 
A Upon receipt of letters from the shareholders 
signifying their acceptance of the offer. 
9 Ihe last one to signify his acceptance was Mr. 
MacCallum, right, sir? 
A I do not know. 
0 Would you check your notes and sce if they miqht 
resh your recollection? 
A My notes show that on July 26, 1967, a letter 
from MacCallum to Ritenour agreeing to sell. 
0 So that was the approximate time when the $10 


purchase became Wal, Mr. Riteoenour, is that a correct 
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۱ 
2 || Statement? 
3 | A I don't know what you mean by "final." | 
E] Q All right. You made your offer to Mrs. Arlinghaus 
| 
۱ | 
5 to buy at 15 increased to $20 in April of 19672 
| | 
6 Il A Yes. | 
H I 
| | 
7 ۱ 0 Did you believe that Rosalie Arlinghaus know the | 
I || 
| I 
8 | ۱ 
۱ value of Teleservice at that time? | 
| | 
9 | ; | 
۱ A I did not know. | 
| | 
} | 
| 
10 | Q If she knew the value, she didn't learn it from | 
ll | 
1 i] 
11 | you did she, sir? You never talked to her about tho value 
. | ۲ | 
12 | of Teleservice, did you? | 
| | 
۱ | 
1 ۰ ' f 
13 | A No, I did not. | 
| | 
M | ۱ ۱ | 
۱ 8 what was the trend of carnings in the first 
| | 
۱ ۱ 
15 | | quarter of 1967? 
I 
l6 | A I would have to look at my records. | 
| ۱ 
۱ | 
17 9 Mr. Ritenour, on March 14, 1967 there was a | 
| 
18 Stockholders' meeting. DO you reeall that? | 
| 
| I 
19 | A March 14, '67? 
| 
20 | 9 Yos, Sir, | 
21 ^ Yos 
22 ` : 1 1 
oe () ^t which a motion was unanimously mMmnroved 
23 complimenting Messrs. Ritenour and Lipsky on exceptional] 
2A T ] m T T = ۱ رت‎ 1 AME EM " : n. 
-T 3 growth - an exceptional growth record OL management, Do 
| 
f 
25 Il you rocall that? 
۱ | 
| | 
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A Yes, that was referring to the year 1966, as it 


was the first directors' meeting after the close of the 


fiscal year. 


Q It was a stockholders' meeting, wasn't it? 
A Yes. 
Oo The first meeting with Shapiro was April 5, 1967, 


riqht, sir? 


Q You were authorized by the syndicate to buy a 
hundred percent of the shares on April 24th? 

A Yes. 

Q The next day you sat down with Messrs. Penpor 
and Lipsky and you framed the letter which went out that 


day? 


Q Your notes show that the tender offer was 
increased by the syndicate on May 11, and that Mrs. Arling- 
haus agreed to accept the $20 offer? 

A Yes. 

0 50 far as your notes qo, and your then-recollec- 
tion, it was the syndicate that came up with the $20 offor 
and it was Mrs. Arlinghaus who accepted it? 

A And Mr. Eborlo. 


() Yes, sir, who was another stockholder? 
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2 A Yes, he was. 
3 Q And after the June 9 failure of the syndicate 
4 or precisely tl ‘ee days later, you sat down with Mr. Steven- 
$ son who was a friend of yours, to interest him in buying 
6 the company? 
7 A Yes. 
8 | Q Was Mr. Pepper present at that luncheon? 
9 | A Yes. 
10 | Q Did you ever tell Mrs. Arlinghaus about Mr. 
11 | Stevenson's interest? 
12 || A No. 
13 | Q At any rate nothing materialized from that? 
14 | A No. 
15 || 0 Two days later there was a board resolution 
16 authorizing you and Mr. Lipsky to engage a financial con- 
17 | sultant to help sell the company? 
18 | A Yes. 
۱ 
19 | Q And the letters by which Mrs. Arlinghaus agreed 
| 
20 | to sell all of her own and 40 bercent of her estate's | 
21 | shares vas dated June 30th, and she agreed to sell at $10? | 
| | 
2 A Yes | 
| | 
23 | Q In May, you had agreed to pay $20; now you paid | 
24 | S10, Lot me ask you why, if it was worth $20, did you | 
25 | pay $10? 
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at least $27, you would have realized a profit of 17? 


A Yes. 

Q That was your reasoning at the time? 

A Yes. 

Q When did you tell Mr. Karp that he could have 


the company for 3,000,000? Can you place it in time? 
(Pausc.) 
A Will you repeat your question, please? 
0) Yes. When was it that you told Mr. Karo that 
the company could he had or at least that you suggested 


the purchase price to Mr. Karn of $3,000,000? 


A In discussions with Mr. Karp of Screen Gems? 
0 Yes, sir. 
A On the possible acquisition of Modern Teleservice 


by Screen Gems in verbal negotiations? 


A It is possible that the $3,000,000 figure was 
used by me in placing the value of the company. 
0 When you used that figure, you did that because 


you thought that was the value of Teleservice; is that 


A I must have. 
Q Did you ever toll Mrs. Arlinghaus that you 


thought Teleservice was worth $3,000,000? 
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A Yes. 
Q For your continued employment after the syndicate 
acquired the company? 
A Yes. 
Q Modern Teleservice. Now, in the discussions 


with the board of directors upon which Mr. Clemens Arling- 
haus, sir, that bcard authorized you at some point 
to seek out buyers for Modern Teleservice, did they not? 

A Yes. 

0 And in those meetings when the board was authoriz- 
ing you and subsequent thereto, was there not a discussion 
of the value of Modern Toleservico,as it would be presented 
to a buycr,of all of the stock or assots? 

A Yes. 

9 Didn't Mr. Clemens Arlinghaus participate in 
those discussions? 

A Yes. 

0 So there were discussions of the value of the 


company in his presence, were there not? 


0۵ What was the price at which you originally 
acquired the stock in Modern Teleservice from Mr. Frank 
Arlinghaus? How much did vou pay for it? 


A $7 per share. 
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Q How much did Mr. Lipsky pay for it? 
A $7 per share. 
Q How much did Mrs. Cox pay for it? 
A $7 per share. 


MR. O'KEEFE: to further questions. 

THE COURT: Mr. Matthews? 

MR. MATTHEWS: Mo questions, your Honor. 
THE COURT: Ail right, go ahead Mr. Jensen. 


REDIRECT EXAMINATION 


Q When did you buy Teleservice Shares for $7 a 
share? á 
A In the years 1961, '62 and '63. 


MR. JENSEN: That's all I have, your Honor. 


THE COURT: All right, you mav sten down. 
We're going to take a short recess, 
MR. JENSEN: I am going to ask Mr. Lipsky to 


take the stand. 


JOHN JOSEPH LIPS KY, called as a witness 


by the Plaintiff, being first duly Sworn, testified 


e FAT fe o 
as follows: 


SOUTHERN DISTRICT COURT REPORTERS, US ۱ 


FOLFY ۱۱۹۱ NEW YORK NY ۱۱ ۲۱ 


wW 


MR. O'KEEFE: No further questions, your Honor. 


A248 


mblri Pepper-dircct 


may have come out of the joint checking account but they 


originated with her. 


0 And those funds were at no point in past history 


contributed by you, sir, to her? 


9 


10 


11 


12 


۰ ۱ ۱ 1 oe 
A Well, I don't know. I have been married a long 
time, 
0 Yos. 
‘ T - 
^ I have been makina gifts to her over tho vears 
Q Yes. ut in no other wav would funds ha cor 
to Mrs. Pepper from you, which were used to pay tho $ -a- 
share purchase price? 
^ All I can say is that all the -- t that she 
paid all caine from her own sources. 
A 4 ^ | 
3 t A 
» ۰ ‘ 
o Let me ask you for precisely | was the | 
| 
transfer of the stock Yd from the name of the Arlinghaus' 
estate and Mrs Arlina! 5 to the name of liriam Pe er: 
à EO Bs alt : . TW x3 ’ eee ee | 
A I don't know, | the transaction cn t become i 
I 
€ کو‎ 4 «4341 1 j. = 14 ۰ e i "rm T. - 4 f mo 
final until June 17th, ۷ irs. Arlinghaus advised mc 
that she had consulte the people that she wanted to consu] 
۱ T 1 ow ro] ۱ th cre -- I con t rolease 
I 1 oy: 
) Woul ( { l e, Sir, have you ^ of 
est hir right ۱ you sit here o ۱ lay the 
Stock was actually tr ferred? 
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AFTERNOON SESSION 


MR. O'KELFE: Defendant'- 


Defendant Ritenour, please. 


ca 


S 


e, 


2:00 p.m. 


your 


Honor. 


The witness has been previously sorn, your 


1 


i 


339 


lonor, 


THE CLERK: You are reminded you are still under 


THE WITNESS: Do. 


JOSEPH RICHMOND KR 4 


R, a defendant 


called as a witness in his own behalf, having been 


previously sworn, testified as 
DIRECT EXAMINATION 


DY MR. O'KEEFE: 


follows: 


0 When did you begin employment with Modern 


Teleservice, Mr. Ritenour? 


A September lst, 1946. 

8 Where was that? 

A In New York. 

Q Who employed you? 

^ Ir. Frank Arlinghaus. 

4 Hil] ou descril in narrativo foc 
1 Jorn Teleservice from the time of your 
۳۹1 Frank Arlinghaus? What did you do in t! 

^ From > t ۲ Ist, 1946 until Fe! 
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of their educational and documentary films. 


| York to start 


A 


| Atlanta, Georgia 


Servico to bo 


e 
E 


there were distribution 


| to the New York office in 1946, I was 


a new activity in 'lodern Talking Picture 


known as the television 


in February of 1947, 


Houston, New Orleans, 2aloeigh and Richmond. 
| 


340 


Talking Picture Service in the direction 


Upon reporting 


I 


to establish the 


southern ^ivision of Modern Talking Picture Services, 


Charlotte, Atlanta, Memphis with licensee exchanges in 


iven an indocrina- 


tion training into the corporation and was then sent to 


and 


i} was instrumental in the establishing of offices in Dallas, 


was in this 


division. 


| activity until February of 1951, when I was brought to 


WI 
NCW 


this was in the early days of television, and 


il ing agencies were not able to accommodate, 


to film distributors as a source of 


television commercials sent to te.~evision 


broadcast. 


felt that i 


Service t OI 
television 


of their experience 


t 


relief in 


problems arising that 


Qtr n? 
شه ات‎ ۱ 


the advertis- 


and they turned 


And Modern Talking Picture Service, because 


would he to their good if we loo 
f Aeveloping a distribution and 
1۷ 6 ۳ 1 5 1 ( 1 in hie ror} 
lm ce 1 fil rogra 
real th busin 5 Ol ۱ 
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A Modern Teleservice acted as a service company in 

the post-production work of filmed or taped television 

commercials for advertising agencies in behalf of their 


national advertising accounts. 


0 What did you do with these television films or 
tanes? 
A Upon the completion of a television commercial, 


the advertising agency and their client would approve the 


production of a given television commercial, at which time 


the negative elements would be released to Modern Teleservice. 


t! 


print, and if not, that would be tho first thing we would 
& j 


āo is to strike a protection negative in the event anything 


happened during the printing of multiple copies of a 
commercial that were ultimately shipped to stations for 
broadcast upon instructions and orders from the media 
lep 


0 When Modern Teleservice began as a separate 


company, how many employees did it have? 


^, Ono. 
Who 1 that? 
۸ Myself 
n And when you finally left Modern Teleservice, 
Hn Dn Ww that? 


SOUTHERN DISTRICT COURT REPORTERS. US COUR ۷ 
FOLEY SQUARE NEW YORK NY "OL ۰ 


We would first assure that there was a protection 


| 


| 
| 
| 
| 


jArtments of the advertising agencies who were our clients.| 
| 
I 


۰ ۹ 


۱ A253 
1 | mb lm Ritenour-direct 342 
2 | A When I left Modern? 
3 | Q When you left, yes, Modern. 
4 A Modern Teleservice? 
5 Q Right. 
6 | A Well, Modern Teleservite was purchased by Sonder- | 
7 ling. | 
8 | Q is that when you left? 
9 A No, I staycd with Sonderling until February lst, 
* 10 1969. 
li Q How many employees vere then in what was formerly 
, 12 Modern Teleservice? 
13 A I would say roughly 40, 45 employees. = 
14 0 What was the greatest number of employees you 
15 ever had in that company? 
16 | A Approximately 80. 
17 | Q When vas that, do you remember? 
18 | A I would say in the middle 50s. 
۱ 
19 | Q What was your relationship with Frank Arlinghaus? 
20 | A . ^. Arlinghau:, ۲ had known for -- 
21 | MP. JENSEN: Objection to the form, vour Honor. | 
2 | THF COURT: Overruled. | 
2 ۱ 0 Please answer the question. | 
; 2A ۱ A I had known Mr. Arlinahaus prior to my becoming 
| 
25 | associated with him as an employee  -- emnlover -- emnlovee | 
0 | 
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I was with Wilding Picture Productions, who produced the 
non-theatrical and documentary-type films and was in charge 
of their distribution department at the time of World War 
1.1, and because of transportation troubles arising from 
our entry into the war, the distribution of the Wilding- 
produced pictures were given to Modern Talking Picture 
Service in an arrangement made by Mr. Arlinghaus and Mr. 
Wilding. 

And upon my discharge from the Navy in 1946, I 
returned to Wilding and stayed with them until September of 
‘46 when I went with Mr. Arlinghaus in Modern Talking Pic- 
ture Service, because of my background in this type of 
film and its distribution problems. 

9 Did you see Mr. Arlinghaus other than in business 


Did you know him sociallv? 


A Yes, I did know Prank and his wife socially. 
Q What was the frequency of your social visits? 
A When I vas in New York from September until 


leaving ^or Atlanta in February, our get-togethers were 
at luncheons as a foursome: Mr. and Mrs. Arlinghaus, 
myself and my wife; or Mrs. Arlinghaus would be in the 
office and we would have chats. 

Then, after we had moved to Atlanta, Mr. and 


‘Irs. Arlinqhaus were on a business trip and came to, of 
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course, see the operations in Atlanta, and visited us in 
our home. 

Then, when I came back to the New York area, 
living in Greenwich, Connecticut, we continued our social 
relationships as a foursome from time to time. 

Q Did there come a time when you had the opportunity 
to acquire stock in Modern Talking Picture Service or 


Modern Teleservice? 


A Yes. 

Q When was that? 

A zn 1961, *62: and *63:, 

0) How did that come about? 

A Well, in 1960, Mr. Arlinghaus approached me, on 


offering the sale of the TV, Modern Teleservice to John 
and me for a price o: $275,900. 

HR. JENSEN: Move to strike, your lionor, incom- 
petent. 

MR. O'KEEFE: It's not incompetent that he 
received such an offer, your Ilonor. Ile hasn't described 
any conversations or anything like that. 

MR. JENSEN: In effect he has, your Honor. This 
is a backdoor approach to it. 

HR, O'KHEPFE: Ee is describing what happened to 


him; something he knows better than anybody else in this 
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world. k 
THE COURT: Overruled. 
MR. O'KECFE: Would you read the answer back to 
the witness. 
(Answer read.) 

0) What did you do right after that? 

A I immediately worked on acquiring sufficient 
monies to accommodate the price of $275,090, and I believe 
in July of 1961, I notified Mr. Arlinghaus that I had 
financial arrangements whereby i could accept his offer, and 
I vas then notified by Mr. Arlinghaus -- | 

MR. JENSEN: Same objection, your 'lonor. 
TIE COURT: That one I will sustain. 

Q If I may caution Mr. Ritenour. Mr. Ritenour, under ۱ 
our rules, you are not allowed to describe conversations 
you had with Mr. Arlinghaus. Your testimony is that vou 
could have bought this company for $275,000. Did you buy 
it for $275,000? 

A I did not. 

0 Why did you not buv it for $275,000? E 

A Because the selling price was increased to 


MR. JENSEN: I object, your Honor for the same 


reason. Mr. O'Keefe is trying to do indirectly what you 
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have ruled he can't do directly. 

THE COURT: I think it's also objectionable 
really from the standpoint of relevancy. I don't think 
there is any question in anybody's mind as to the close 
relationship between Mr. Arlinghaus .nd both of these 
gentlemen; and there is no question as to the fact that 
they did acquire stock in Teleservice before. 

MR. JENSEN: I'd like to add another ground of 
objection, your Honor. I will add the dead-man statute 
for whatever effect it had. 

THE COURT: That is what I am thinking of. 

MR. O'KEEFE: We are not claiming against any 
estate or from or through you or under anybody claiming 
against any estate. We have no counter-claim in this case. 

MR. JENSEM: For vhatever effect it has, your 
Honor, I will add that. 

THE COURT: All right. I question the relevancy 
of this line of questioning. 

MR. O'KEZFE: If I may sneak to the relevency 
ju: ۳۳۳۱۳۸ م‎ your Ilonor. 

THE COURT: Yos. 

MR. O'KEEFE: This is a negotiation between Hr. 
Arlinghaus and these two gentlemen for the purchase of 


the entire company on their own. They could buy it 
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themselves. 
THE COURT: I understand that. 
MR. O'KEEFE: All right. 
THE COURT: It's too remote. 
MR. O'KEEFE: Yes, your Honor. 


Q How mech stock did you ultimately acquire in 


tne beginning in Modern Teleservice? 


A 1,540 shares, 

©) Did you get it all at once? 

A No. 

9 In what fashion did you obtain it? 
A In sections of seven shares. 

0) Nultiples of seven? 

A Multiples of seven. 

Q "hat was the price you paid for it? 


MR. JENSEN: Objection as to relevance, your 
Honor. 

MR. O'KEEFE: The initial price of the stock 
that is now in question, your ll^nor. There is testimony 
Already on it. 

THE COURT: ‘there is testimony On it. 

MR. O'KEEFE: Rut I want you to have the 


defendant's testimonv, your Honor. 


THE COURT: Tsn't it in the order at all? “Wail, 
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all right. 

MR. O'KEEFE: I confess that I don't know. 

THE COURT: All right. I will let him testify 


as to tho price that he paid. 


Q How much did you pay for it? 
A $7 per share. 
Q I show you Defendant's Exhibit A and ask you 


whether or not this is your signature that appears on the 
top line of the signature page? 

A it i5. 

9 Do you remember when you signed Nefendant's 
Exhibit ^? No date back there. You can look here EF it 
helps vou. 

A Fifteenth day of October, 1956. 

HR. O'KEEFE: Your lionor will recall this exhibit. 


THE COURT: Yes. 


Qo When did Mr. Arlinghaus die, Mr. Ritenour? 

A August 24, 1964, 

0 Prior to his death, had there heen any other 
cathe of anv other officers in the company? 

A Pardon me? I didn't hear you. 

Q Prior to Mr. Arlinghaus' death in 1964, had 


any of the other officers or shareholders or Signatories 


to this Defendant's Rxhibit A, had they died? 


, 
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A Yes. 
Q Who was that? 
2 Mr. Harold Davidson. 
9 What happened to his stock after his death? 


MR. JENSEN: Objection, your Honor; irrelevant. 
THC COURT: I will take the answer. Overruled. 
A The corporation purchased or agrecd upon a 
prico with the estate on tho buy-back agreement, upon 
repurchase of the 40 shares it was converted to treasury 


Stock. 


e Was the price computed pursuant to the formula in 


the buy-back agreement? 
MR. JENSEN: ۱1۵۷ I have a continuing objection, 
your Honor? 
THE COURT: Yes, you may. 
A I presume it was. 
N ow, after Mr. Arlinghaus died, did the company 
continue to do business as usual? 
A Yes. 


°) 21d vou continue to bo the chief executive 


A Yes, with additional responsibilities of chairman 


of the hoard. 


() Who were on the board at that time? 
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Before or after? 


After Mr. Arlinghaus died in 1964. 


Upon his death, the directors remained Mr. Clem 


Arlinghaus, Mr. Bill MacCallum, Miss 


Q 


Did there come a time when 


ing Further shares in the company? 


A 

Q 

A 

Q 
your idea 


^ 


Yes. 


When was that? 


In 1967. 


And what did you do in 1967 in ordor to facilitate 


of acquiriry more shares? 


We negotiated with a group 


Philadelphia. 


9 


A 


Q 


When you say, "Je," who do 


Jorn Lipsky and myself. 


Elsie Cox, and myself. 


you considered acqu.r- 


of gentlemen from 


you mean? 


At this time, or at any time from 1964 on, was 


"Ir. Pepper here your counsel, your attorney? 


^ 


Ho, he is not. 


Was he ever your attorney? 


lle performed the service of 


Yos. 


At the same timc? 


making a vill for 


wife? 
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Yes. 
Q Did he charge you for that? 
A No. 
0 Other than that, did he represent you in any 


legal matters? 


A No, Sir. 

n Personally? 

A No, sir. 

Q Going back to this offer, this time in 1967 what 


did you de in order to acquire more stock in this company? 
What were your actions? 

A Well, through the buy-back agreement, the 
Arlinghaus estate requested an extension of the buy-back 
time, which vas granted through a resolution of the board 


of directors. 


0 When was that, Mr. Ritenour? 
A I believe it was in 1965. 
MR. O'KEEFE: Under the terms of the exhibit that 


is in evidence, your Honor, which sneaks for itself, it’s a 


ten-year agreement from '56 to '66. 


MR. JENSEN: Which number is that? 
MR. O'KEEFE: A. 
0 Please continuc. I was just refreshing his 
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| 
| | 
2 A And the estate of Mr. Arlinghaus made it known 
| 
3 that they were not interested in making the stock available 
4 | to the remaining shareholders or to the corporation under 
5 the terms of the buv-back agreement. 
6 0 Who made that known to you? 
7 l A Mr. Pepper. 
8 Q When was that? 
9 A In '65. | 
10 9 And who did you understand Mr. Pepper was 
11 || representing at that timo? | 
12 f A Mrs. Arlinghaus and the Arlinghaus estate | 
13 | 0 Did you have a discussion with Mr. Pepper at 
14 | that time on thc subject of making Mr. Arlinghaus' shares | 
15 | available under the buy-back aqreement? | 
| 
16 | A I expressed concern and surprise in that it was | 
| | 
17 | my understanding that on the death of a shareholder, such | 
18 || shares would be made available to the remaining shareholders, | 
19 | thereby increasing their proportion at holding in the 
20 | company. 
21 0 Where was this conversation with Mr. Pepper | 
| 
22 hold? | 
23 | A I don't recall whether it was in his office, my | 
2A | office, or on tho telephonc. | 


25 0 Do vou recall whether anyone else participated | 
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| FOLEY s.t o1 NEW ۵ ۷ fe) ۸٩۲ 


10 


11 


12 


13 


14 


11 


18 


19 


20 


21 


| A264 
mhblm nitenour-dircct 353 


| in this discussion cther than yourself and Mr. Peppor? 


| A I don't recall. 

| Q Did you report this conversation to Mr. Lipsky? 
| A Yes. 

| 

| ۸ What next happened then in your plan to acquire 


stock in this company? 
A Well, when John and I found that the stock would 
| 
| not be made available, it was our desire to somehow make 
| 


arrangements whereby we could buy stock to become larger 


participants in the corporation ownership as our ebility 
to buv stock as provided by Mr. Arlinghaus stopped upon 
| " 


| nis death. 


I am asking you what you did. 6۵ all understand 


> 


how you felt. "hat did you do? Did you make any offers? 


How did you go about acquiring these shares? 


A Trying to find monies sufficicnt enough to make 


an offer to the stockholders to buy their total ownershi» 


in the company. | 
if 
| l 
f 0) What did you do? 
۱ 
۸ I called a Mr. -- he was a consultant -- fir Mintz. | 
/ : ۱ : ۱ 
(0) Before vou start, fir. Ritenour, wnat are you | 
۱ ۳ ۱ ۲۱۰ - - > | 
ooking oat no hat is tha | 
A Conies of nv records which are already in the -- 
) Are vou trying to refresh vour recollection by 
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use of that paper? 


A Yes. 
Q Go aheed, then. 
A On April 5, 1967 I met with a Mr. Mintz of 


Previews, Gray Associates, who was a management and 


financial consultant. 


0 Where did you meet with him? 

A At the Rockefeller Center Luncheon Club. 

0 What was the subject of the luncheon? 

A To explain tc him my position and whether or not 
through his company, poss e buyers could he arranged. 

0 And were buyers arranged through his company? 

A ‘hrough -. Hintz, I was put in contact with a 


Mr. Harris Shapiro. 


9 Did you report that te Mr. Linsky? 

A Yes. 

Q Did you report that to Mr. Pepper? 

A Yes. 

9 "hen did you meet Nr. Sheniro? 

^ On April 10, 1967, 

9 What was the result of that ۰ | 
| 

A Mr. Shapiro advised us that ho had a group of | 


men that would possibly be interested in acquiring odern 


1 
I 
lolesorvico. | 
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UI 


0 Nad you furnished them, Mr. Shapiro and his 
group from Philadelphia, did you furnish them with informa- 
tion in the sense of financial information on the company, 


and operating reports, balance sheets, and that type 


thing? 
A Yes, sir. 
0 And did you yive that to them at your first 


mecting on April 10, 1967, or was it given to Mr. Mintz or 
how did that happen? 

A I am certain that no financial reports were 
submitted on the first meeting because this would have 
been discussed with the corporate legal counsel, Mr. Pepper, 
as to the legality and authorization to do such. 

0 Sometime between April 5, 1967 and April 25, 
1967, you gave financial cata to the Philadelohia syndicate, 

| 

did you not? 

A Yes. 


9 Did they have it for a period of time ۷ ۵ 


you were notified that they were interested in making an 


offer? 


8 When were you authorized by them te make an offer 
nurchase? 


A On April A4, 1767, 
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Q What was the pri.e that they set for the shares? 
A $15. John and I were authorized by the syndi- 
cate to make an offer for the shareholders at $15 per 
share. 
Q0 Did that $15 figure originate with you cr with 
Mr. Shapiro or with someone else? Where did it come 


from, the $15? 


A The syndicate came up with that price. 

Q Was it suggested by you as a price? 

A I don't believe so. 

Q You then wrote a letter on April 25, 1967 -- 
which is already in evidence, your Honor -- did you not, 


Mr. Ritenour? 

A Yes. 

Q And that offered to buy all of the shares in 
Teleservice for a price of $15 a share, did it not? 

^ Yes. 

Q That was subsequently raised to $20 a share, 


isn't that right? 


[4] On May 10, 1967, vou remember a luncheon, I am 
Sure, at Rockefeller Center. Do vou remember that? 

A Yes. 

۵ Tell us about that luncheon. When did you 
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57 
arrive thore, &nd what happened at the luncheon? 

A John and i arrived at the Luncheon Club at 
approximately 12:00 o'clock, noon, and met with Clemens 
Arlinghaus, Rosalie Arlinghaus and Sidney Pepper, and dis- 
cussed the purchase by the syndicate at a rate of $15,as tho 
Arlinghaus estate did not feel that the $15 price was 
sufficiently high and wanted to further discuss tho matter 


with John and me. 


Q Had you had response from any of the other share- 
holders with respect to the $15 offer contained in your 


letter of April 25, 219672? 


MR. JENSEN: Objection: incompetent and 


immaterial. 
THE COURT: Overruled. You may answer. 


A We had received acceptance from all other share- 


holders; and Mr. MacCallum had, in his acceptance, stipulated 


that contingent upon a higher price, that he would receive 


the highest price offered. 


MR. JENSEN: T move to strike, your Honor. May 


I have a,continuing objection to communications with others 


) Fe T 
ا‎ 


hero? 


THE CC IR™: to. You may not. You may have an 


| 

objection but T am goiny to overrule it. | 
o E. (05, Do I havo to r« peat jt every | 

| 
| 
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2 time? 
3 THE COURT: No. 3 
4 | MR. JENSEN: That is what I meant. 
5 TII; COURT: No, no. 
6 n Can you identify this document? 
7 A Yes, sir. 
5 MR. O'KEEFE: May I have that marked as defendant's 
9 exhibit. 
10 (Defendant Pitenour's Exhibit t marked for 
11 identification.) 
12 9 I show you P^ofenlant's Exhibit N. I ask you if 
13 you received that letter. 
14 ^ Yes, I did. 
15 0 Do you recall receiving it? 
16 | A Yes, during business working hours. 
17 ۱ 0 When? 
|| 
è 18 | A April 28, 1967. 
19 0 Do you know the person who sent vou the letter? 
20 | A Yes | 
21 | 0 Who is it? 
de we | ^ Hr. William i. "iacCallum. 
23 | 0 ‘Tho wa i 'lacCallum? 
2A ۱ A He vas vice-nresident of “Modern Talking Pictura | 
25 | service and a director of :todern Tfelosorvicc, Inc., and a 
| 
| 
| | 
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Shareholder of both corporations. 


MR. O'KEEF?: I offer as Defendant's Exhibit N 
this letter, your Honor. 


MR. JENSEN: I object to it, your Honor, as 
incompetent; and it'g irrelevant 


and immaterial. 


THE COURT: Overruled. 


Do you have any objection, Mr. Nat 


MR. HATTHEUS: ilo objection. 


10 THE Cour All right, it may he received. 
11 (Defendant Ritenour's Exhibit y for identifica- 
12 tion received in Cvidence.) 
13 | 0 I show you these documents and ask vou whether 
MI or not you recall receiving them. 
| 
15 ۱ A vas, I do. 
| 
16 | Q Are *'"ey all from shareholders that vou knew? 
| r 
17 | A Yos 
| 
18 || UL D NREPES T SPher 22 one exhihit Defendant's 
I 
19 || O, thrce pieces of Paper, your Honor, being communications 
۱ 
Í 
20 || to the witness from Miss Cox, Mrs, Schlereth and tir. 
I 
i 
Zt | Bogaards. 
22 (Defendant Pitenour's Lxhibit o Marked for 
23 identification.) 
24 "it. ۷ ۰ ۳1 UI offer o in evidence, Your Honor. 
25 || 1 ATTI ۰ OM Jection 
i 
| 
j| 
l 
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MR. JENSEN: ] object to each constituent part 
Of. this Exhibit C on the ground it's incompetent and 
irr i vant. 
THE COURT: It's Overruled and may be received. 
(Defendant Ritenour's Exhibit O for identifica- 
tion received in evidence.) 
HR. O'KEEFE: Your Honor, these have to do with 
the $15 offer. 
THE COURT: Yes, I understand. 
Q I show you threr documents and ask you if you 
received these, each of tl.ese? 
A Yes, 
0 Do you recognize the Senders as Mr. "lacCalluz, 
and one is 4 letter from you to “ir, MacCallum, is that 
not so? 
A Yes. 
MR. O'KLEPE: Would vou mart these for identifi- 
cation, pleasc? 
(Defendant Ritenour's Exhibit P marked for 


identification.) 


9 These are a later date, isn't that so? 
A Yes. 
MR. (۸ I offer these, your Honor, as 
Defendant's Exhibit p, They concern the 210 Offer, your 
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Honor. 
MR. JENSEN: I object to each of the constituent 
Parts cf Exhibit P on the ground that each one is incom- 
petent and irrelevant and immaterial. 
THE COURT: Overruled. 
Mr. Matthews, do you have any objection? 
MR. MATTHEWS: I haven't secn them yet, sir. 
THE COURT: “how them to Mr. Matthews. 
MR. MATTHEWS: No objection. 
THE COURT: It may be received. 
(Defendant Ritenour's Exhibit P f identifica- 
tion received in evidence.) 
0 Now, I go back to that luncheon, Mr. Ritenour. 
You said YOu attended, Mr. Lipsky attended, Mr, Pepper, and 


who else? 


A "Ir. Clemens Arlinghaus and ‘irs. Rosalie Arlinc- 
haus. 

Q Tell us what happened at that luncheon. 

A Other than advising them about the Stipulated 


aN a Purchase, T wanted to clear the air once and for all 
ind in front Of Mrs. Arlinahaus that about tho rumors and 
109851 of John Lipsky and myself threatening Co leave the 


« 
corporation. 


I had not and I never did over threaten to leave 
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the corporation, to Mrs. Arlinghaus or to any of the 
officers or shareholders. 
Q I missed the last part of the answer. Can I 
have the last part of the answer. 
(Last part of last answer read back.) 
THE COURT: How about Mr. Pepoor? 
0 Did vou ever threaten to leave? 
THE COURT: Did you ever say that to Mr. Pepper? 
Q Did you ^r say that to Mr. Pepper: "If they 


don't sell me the stock, I am going to quit?" 


0 What hannened? 


SOUTHERN DISTRICT COURT REPORTERS, US ۸ 


A 1 ne er did say that to Mr. Pepper. 
Q When Gid you next hear from anyone with respect | 
to that $15 offer? 
A On May the llth, 1967. | 
Q What was the response to the offor? | 
A We were advised by the Arlinghaus and Eberle 
interests that they would accept a $20 offer. 
Q Was a $20 offer made? 
A Yes. 
Q vas it accepted? 
A Yes. 
9 Did the deal close? | 
A No, it did not. | 
| 
| 
| 
| 
| 
| 
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A The syndicate was unable to come up with the 
necessary monies on the day of closing. 
Q When was the day of closing Scheduled for? 
A June 9th, 1967. And the $10,000 earnest money 
was forfeited by the Syndicate, 
Q Did there come a time when the board of directors 
of Modern Teleservice requested you and Mr. Lipsky to find 


another purchaser for the company, Modern Teleservice, inc .? 


A Yes. 

Q When was that? 

A At thc board of directors' moeting on Juno 14, 
1967. 

Q Do vou recall who was present at that board of 


directors' meeting? 

A 21 6۳65 Arlinghaus, IIoward Eberle, Milton Levis, 
Villiam '"lacCallum, John Lipsky, myself, and Mr. Sidney 
Pepper by invitation. 

Q Thereafter, after that meeting which was hc 1d 
on June 14, 1967, you wrote a letter, did you not, on June 


30 


» 1967, which is an exhibit here? Fe is Plaintiff's 


Exhibit 3. That is July lst, 1767. No you recognize that 
letter? 
A Yo 
9 And vou of ۲۳۸ to purchase shares from ‘tres 
j 
SOUTHERN DISTRICT COURT REPORTERS. US COURT ۸ 
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Arlinghaus, you and Lipsky, 30 percent of the outs andin 
J L " " 


shares, did you not? 


A Yes. 
Q How much did you offer to pay for thosc? 
A $10 per share with a guarantee that in the event 


the corporation was sold, she would receive a minimum of 
$20 fcr each share held by the estate prior to any selling 
of shares to John and me. 

0) Who formulated that offer? low did you arrive 
at that figure? 

A ‘ohn ad I arrived at that figure of $10 as we 
had pr’ vieusly purchased shares at 27; and we felt that a 
$10 price with a guarantee of $20 was fair, equitable, and 
justified. 

0 Did you have meetings with Mr. Penver for 


formulating that price? 


A Ves. 
0 When were they? 
A Between June 9th, when tho syndicate deal was 


abortod, an? the preparation of the letkers on June 30, 
1967, making our offer "non to the sharcholders. 

Oo low did Mr. Penner come to Participate? What 
occurred to make that possible? 


Mr. Nepper was in the moetinys as counsel for th 
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| | 
2 corporation, and as representative of the sharcholders of 
| 
3 ۱ the corporation. | 
| | 
I 
4 | Q Did you invite Mr. Pepper to become a participant | 
| | 
3 | with you to the extent of 10 percent of this offer to | 
6 | purchase? | 
i} | 
| | 
| ۱ | 
$1] A I did not. | 
| | 
8 | 4 Who first suqgestee that Mr. Pepper take a 
l 
9 | position in this 7 
Hu f 
i | 
۱ i 
10 | A Mr. Pepper. | 
| 
11 0 When was that? | 
12 A I do not recall the oxact date, 
13 | 9 Do you recall, is it your recollection, Mr. 
14 | Pepper's participation in the purchase of shares in this 
15 | company was to be in lieu of some tyne of a legal fee for | 
| 
16 services he had ۳6۴60 to the companv? | 
17 A Ho 
18 2. What is your recollection on that subject? 
19 ^ Of hie hi 1 ۳ ^ buv? 
Ae | A J1 nis ability to 2۱4۷ : 
20 A Yos 
<i ۲ He asked if Jo! and I had any ohjection tc hi 
cz C) net ۱ PERI Ant in MIT ""urchasce f 5! mes oat Stoc} 
2 1 
rom the share} lers, at which time T said hi Ability 
2 to buv shares ro t] other shareholders was his busincss, 
| 
25 and that he ould have to work directly with the other 
T 
I 
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Bgharcholders. 


Q Was that orfer acceptad, the $10 


subsequently acquire a 30 percent, you and 


acquire a 39-percent interest in this company? 


A Yes. 
9 During this period follow July 
you were still, I take it, authorized hy the 


directors of Modern Teleservice to seek out 


^A “1 ۰ 14 "ec "(A ^ hi ~ ^ 
stock or the assets of this comnany, were vou 


0) What cfforts did you make in that 
A Well, as resolved by the hoard of 


first thing we did was to make arrangements 


consulting firn, which we did Smith Darnov. 


board of directors' meeting it was stipulated 


x 
O 
) 
x 
J 
A 
A 
< 
- 
3 
5 
A 
n 
à 
2 
2 
ct 
- 
- 
4 
wn 
ot 


as to firms that I would research and finall 


that would represent us as our agents in the 


of à »ossible acquisition or merger arrangement 
(0 (1/1 you finally find somebody? 
^ Yo: 
0 Who was that? 
^ On July 25, 1967, a letter from 
ith, Barney, to Hr. Pcpoor confirming his 
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to their being our financial consultant agents. 


Q Did Srith, Barney bring any potential buyers to 
your attention? 

A Yes, 

9 Who were they? 

A MTI -- MPO, 

9 What does that stand for? 

^ Thev were basically producers of commercial 
television films 

9) Who else? Just list them, Mr. Ritenour. We'll 
seo whether we have to go through them or not. 

^ I believe that is thc only arrangemont that Smith, 
Sarney introduced. 

0 Now, between July 1967 and the ultimate sale 
of the company to the Sonderling Broadcasting Company, were 
there a number of other neople expressing an interest in 
buying the assets or stock of Modern Teleservice? 

^ Yes. 

) Do you recall who they were, these »otontia] 

I MacCandlos , Yoprosontin th Los Angeles 

T ai EI r intor t introduced through ttr MacCallur 

۱ F onc 1 1 lees, Lehiqh Valle Industri 
ind Fu 
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After tho Puqua deal, werc there othor expressions 


Of interest? 


A 


A 


Droadca 


Art 


Gt 
2 


After the Fuqua deal was aborted? 


Immediate 
ing, 


Did you e 


i believe 


Do you re 


arrangements were mad wi'h Sonderling 


ver 


SO. 


call 


have discus, iS with Warner-Seven 


having any discussions witn Near, 


I don't recall. 


Do vou re 


3 (0۳ tco? 


I lid not 


call 


nav 


Over 


‘ving any discussions with a Mr 


6 ۵۱.۷ direct dealings with Wometco. 


heard of wational Steol & Copoar- 


I don't recall. 


Of the various negotiations and discussions you 


potential 


something 
On l1 One 
Ihi 
22 8: 4J 
۱۰۲ 1 ۶ 0 
SOUTHERN 
FOL 


Tal 


EY SQ 


"^ HOW nany resulted in Somethinq 


? 
۱ ۱11 SOnderlina 
COURT REPORTERS. US COUR I ۰۷ 
ARE NEW YORK NY 91.10% 
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| 

2 0 Yo ۹ consider the syndicate offer to be 

3 firm? | 

4 A Oh, yes 

5 ) Three? | 

6 A I stand corrected. Three. 


7 Q Durinc 


8 reports of your progress or 

9 A 

10 | discussion of what transpired 
11 Q What would be tha 
12 of 1967? Would it be in 

13 1 No, Sentember there 
14 ) Who attended th 

1 | A Clem Arlinghaus 


17 O Did you make 
18 aft r qaress ho r 
] ۳ 60۳655 in t Area 
1¢ t company? 
20 A Yes, I reportc 
21 that a ۶6 frc Tom ! 
s | I eiv Outlining 
t ) ۳11 Mo: En 1 
Ai (0 (1/1 um ron : 
25 r 
l E 
FOLEY $0 
^. 
LJ 


this period of 


Yes, at each board meeting, full 


John Lipsky, 


Tl 


time, did you make any 


and complete 
siace the previous meeting. 


next board meeting after July 


November? 


was a board meeting. 


it meeting? Do vou recall? 


, Howard Eberlo, nill MacCallum, 


and myself. 


report at that board moeting 


f selling the assets or Stock of 


to the board at that meeting 
nnessy of Fuaua, to Pepoor, had 
۱ Dasic proposal, for considera- 
Older 
to anyone that was not on the 
OUR! REPORTERS US COUR ۰۱ 
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lack of progress to your board? 


10 


11 


13 


14 


15 
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A That was not on the board? 

1 Yes. 

A Sidney Pepper. 

Q Did you report that meeting with anvone other 
than Mr. Pepper, who was co nsel for the company, and to 
the members of the board of directors of the company? 


A Not that I recall. 


Q "hen was the next board meeting? 

A The next board meeting was (on November 17, 1967. 

Q Who was present: 

A Clemens Arlinghaus, mvselfj/j Lipsky; and by 
invitation, Sidney Pepper and Richard Russéll. 

0 Who is Richar 7 

A Ile was the treas of Modern Teleservice. 


7" 


ly became a director, did he? 
A Yes. He was elected a director at that meeting, 
to replace one of the positions held by lfacCallum and 


3 


Eberle, who resigned as Cireectors on November 17 2967. 


۱1 
4 


Did the board anvreuve your contract with Fuqua? 


Did the shareholders annrove the contract with 


meeting on November 


7th, I asked for board annroval of the Funua proposal 


SOUTHERN DISTRICT COURT REPORTERS. US. COURTHOUSE 
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be presented to the 


There has been 


held on December 


and preceded 


luncheon? 


A 


0 


NE the 
Vt) 
T 


the 


WAS 


Sstockholders' 


S 


testimony here of 


a 


shareholders 


luncheon 


meeting was held 


^ 


5 


on 


mediately Following the directors' 


20, 1967 that followed the Fuqua deal 


Sonderlir 


FOLEY SQUARI 


deal. 


Countr 


L 


Do vou 


y Club in 


Arlinghaus, and 


the purpose of 


NEW YORK 


that 


NY 


^ r1 }, - | rc 1 
I had heen calle Several 
Cl, ASking if T vould 
Baltusrol Country Clu: t 
'ar irs Poppo LZ 
^an Mrs Arlinghaus and 
S that Mr Arlinghaus 
matters? 
anted m 1 beha] 
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a meeting 


president 
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re 


in the hopes that Fuqua wou 


etween 
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ld 


of Modern Talking Picture Service. 
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0 what 
A She a 
a meet ing 0۵ 


Q Did s 
brir g lp the au 
^ m. onus 
To 
p 
cnat meeting. 
a little ridicu 
Docn adrooc 10 
tion of our po 
necessity hy 
(2 You 
iv Be d ; 


IRT: MO, 
rerruled 


32443 " 
did sne sa 
Ske me to 
I TY nocc 
en ۱16۳۱۳۱۵5 5 
+ ` n tho 
L GI 1 
O thic 
1C, at 22 5 
` *^ € 
٩ 5 101 Ot 
p 
recoll c 
nd nad it 
14 a ar 
lous, bec 
A i$ 
22" 4 al 
ition na 
۱ 1 
Oud ` 
` ۲ ۵ 5 
۳ 3 
+ 4 ٩ 1F ^ وس‎ 
TH N r 


also 


Tom 


Tal 


۱ 


negotiate 


king 


lennessy of I 
Picture 


the 


T 


acqui 


UJ 
- 


ho 


| 
| 
| 
| 


uqua 


Service, 
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Sit 
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2. Lrlinghaus was made as I made an offer on May 28, 1968 


[^ 


to all shareholders of my desire to pay all outstanding 


promissory notes, which was in the agreed relationship 


5 | that the promissory note computed in advance at our desire. 
6 All shareholders with the exception of Mrs. Arlinghaus, 
7 who did not accept my offer to pay, and I still continued 
8 to pay my interest on the promissory notes until some later 
9 date when we finally were successful in Mrs. Arlinghaus 
10 | accepting payment with the stipulation that such payment 
T ۳ I 
11 would have no effect on this case. 
iz MR. O'KEEFE I direct your attention, your 
13 Honor, t5 the pre-trial order, and there are portions 
14 of letters between Mr. Jensen and myself on this s bject 
15 I will just direct your attention to Lt. 
16 A It's on pages 7 and 8 of the pre-trial order. 
7 Q Have you followed the fortunes of Modern Tele- 
Service since the sale to Sonderlinc? 
A Yes. | 
2 Q W t's happened to the company? 
M JENSEN Objection, your Honor; lrrelevant; 
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THE COURT: I have tco much h story already. 
Q During all of the time that you were employed 


by Modern Teleservice, did you ever have a written contract? 


MR. O'KEEFE: I have no further questions, your 


Honor. 


CROSS-EXAMINATION | 


BY MR. JE 


Q On what date in March 1968 did you say that Mrs | 


Arlinghaus was elected a director for the First t 


A On March 22nd, 1968, a stockholders' meetina | 
was held -- | 
| 
۱ Vac | 
Q Yes. 
A “¬ at which time Mrs. Arlinghaus nominated by 
otion and seconded by Howard Eberle, the nom ination of 
the following persons to serve as directors Rosalie 
linghaus, Elsie Cox, John Lipsky, Richmond Ritenour, 
Richard issell, and Carol Menditto. 
Q And Carol Menditto was Mr. Pepper's secret ry, 
Š- he? 
elleve SO 
pag ; t t was a windi boar of director 
] "4 E LY ) t of fact, on the th of April, th« 
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came on May 10, just about three week 
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